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ABBREVIATIONS AND GLOSSARY 
 
ARI Uyole Agricultural Research Institute Uyole. Only potato research 
station in Tanzania, situated in Northern Highlands 
ASDP    Agricultural Sector Development Programme 
ASDS    Agricultural Sector Development Strategy 
BET Tanzania Board of External Trade. Government institution for 
supervising the export and promoting Tanzanian products across 
the border. 
ERP Economic Recovery Programme. Nationally funded recovery 
program in the 1980’s. 
ESAP Economic and Social Action Programme (sometimes called “ERP 
??”). Internationally funded recovery program in the 1980s. 
FAO    Food and Agriculture Organization of the United Nations 
FYDP   Tanzania’s Five Year Development Plan 
IMF   International Monetary Fund 
Kilimo Kwanza “Agriculture First” government program started in 2009 to 
combat poverty through enhanced agricultural productivity 
Lumbesa   Swahili name for an oversized bag commonly used by traders for 
agricultural products; weighs 120–170 kilograms depending from 
the origin 
MAFC Ministry of Agriculture, Food Security and Cooperatives, 
Tanzania 
NESP National Economic Survival Programme. Nationally funded 
recovery program in the 1980s. 
NPP  National Potato Program 
 
 
NSGRP  National Strategy for Growth and Reduction of Poverty 
SACCOs    Savings and Credit Co-operatives 
SADC Southern African Development Community. Regional community 
encompassing 15 member states. 
SAP  Structural Adjustment Program. Internationally funded recovery 
program in the 1980s. 
SCP-paradigm Industrial organisations’ paradigm. Structure of the market 
influences conduct which in turn influences performance. 
SH Southern Highlands. Main potato area encompassing the four 
provinces Iringa, Mbeya, Rukwa and Ruvuma 
TDV    Tanzania Development Vision 2025 
TOSCI   Tanzania Official Seed Certification Institute 
TZS     Tanzanian Shilling (in August 2011 one euro was 2280 TZS) 
Ujamaa Vijijini Failed socialist experiment in the 1960s and 1970s, which 
included collectivisation and a one-party system 
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1 PREFACE 
1.1 Background of the research 
 
In Tanzania, potatoes (Solanum tuberosum) are sometimes called "Irish potatoes" or  
"European potatoes" (Viazi Ulaya in Swahili), indicating their foreign origin, or “round 
potatoes” (Viazi mviringo in Swahili) distinguishing them from sweet potatoes 
(Andersson 1996, 94). Potatoes rank fourth in the world as a food crop after maize, rice, 
and wheat (FAOSTAT 2009), and have been recognised as one of the main crops to 
alleviate hunger in the world. Toulmin (2011) points out the developing food crisis in 
the world: “Feeding the world sustainably and more fairly requires us to overcome 
several substantial hurdles. The world’s population is expected to grow by nearly a third 
by 2050, when there will be nine billion people –– in essence, we need to grow more 
food, on the same land, with fewer (ecological) impacts”. 
Ludaladio et al. project that in the future, world potato production is expected to grow at 
a rate of 2.5% per year, thereby presenting opportunities for expanded utilisation and 
opening up new market segments. To realise the full potential of this crop, developing 
countries must address both supply- and demand-side constraints. (Lutaladio et al. 2009, 
11.) Potatoes are a traditional food crop, which refers to widely used diversification 
between a food crop and an export/cash crop. Some sources like Andersson (1996, 94) 
also define potatoes as a cash crop. This is because even if potatoes are considered a 
food crop, there is an economically high expected value per hectare, as the results will 
later indicate. 
The FAO (2006) publication states that while potato output has declined in Europe, 
growth is so strong in developing countries that global production has nearly doubled 
over the last 20 years. Potatoes grow fast, are adaptable and high yielding, and respond 
well with few inputs. Potatoes are ideally suited to places where land is limited and 
labour is abundant; these are conditions that characterise much of the developing world. 
Potatoes also have considerable untapped potential for further increases in yield and 
productivity, especially in some marginal farming areas unsuitable for other crops. (FAO 
2006.) In addition, potatoes are insulated from international price shocks (Prakash 2010, 
14). 
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Potatoes are a carbohydrate-rich, energy-providing food with little fat. They are 
particularly high in vitamin C and are a good source of several B vitamins and potassium. 
(Camirea, Kubowb & Donnellyc 2009, 823.) The health benefits of potatoes have been 
widely acknowledged and research is continuously finding new health benefits of 
potatoes, such as a flavonoid called quercetin (Suszkiw, 2007). 
 
1.2 Definition of the value chain 
 
A value chain may be defined as a set of interconnected, value-creating activities 
undertaken by an enterprise or group of enterprises to develop, produce, deliver and 
service a product or service (Janssen, Hall, Pehu & Rajalahti 2010, 50). Value chains 
include all of the vertically linked, interdependent processes that generate value for the 
consumer, as well as horizontal linkages to other value chains that provide intermediate 
goods and services (Webber & Labaste 2010, 9). Feller, Shunk & Callarman (2006, 2) 
categorise the supply chain to be between the product's requirements and the customer, 
but categorise the value chain as starting from the customer's requirements to the product. 
However, the terms "market chain," "supply chain," and "value chain" have the same 
meaning  in  this  thesis  as  they  have  been  referred  to  in  their  original  sources.  Also,  the  
words "smallholder" and "farmer" are used as synonyms in this work. 
 
1.3 Research problems and objectives 
 
The research problem of this thesis is to examine the value chain of potatoes in Tanzania 
and factors that prevent the industry’s development. The method of examination utilises 
interviewing experts and authorities involved in Tanzania’s agricultural sector. 
Specifically, the aim of this thesis is to illustrate the present state of potato production in 
comparison  to  other  crops  and  to  evaluate  how  to  improve  the  sustainability  and  
continuity of potato production in the value chain. This thesis evaluates agricultural 
policies affecting potato production and the potato market in order to determine if 
policies or other institutional barriers are hindering the conditions of smallholders or 
other  actors  in  the  chain.  If  barriers  are  found,  the  purpose  is  to  make  policy  
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recommendations to remove these barriers. Previous research finds that farmers in 
developing countries are often the most disadvantaged chain actors in agricultural 
products' value chains. This thesis’s purpose is to try to discover why this is so in 
Tanzania. 
The food security part should not go unmentioned. A better understanding of potato 
production and marketing conditions will increase information about the value chain. If 
the value chain operates smoothly without bottlenecks or distortions, farmers receive a 
reasonable price for their products and all consumers can afford to buy potatoes. 
Although farmers are not to be interviewed, the point of view is clearly from the farmers’ 
perspective as well as the side of production. Many researchers have concluded that it 
would be essential to get the producers’ incomes sufficient so that there would be 
incentives to produce. 
The literature review finds out basic conditions in African and Tanzanian agriculture, as 
well as potato production. The review also goes through Tanzanian agricultural policies 
and the role of potatoes in regards to it. There is a brief description of the development 
programs and trading communities as well. The scope of the study spans from potato 
production, markets, logistics, and consumption, to infrastructure and institutional 
structures. The purpose is not to collect statistical data of prices, production inputs, 
markets, etc. However, the study contains a brief chapter of price information affecting 
smallholders’ decisions. Furthermore, the aim is not to research the best farming 
methods. 
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2 RESEARCH DATA AND METHODS 
 
Tanzania is one of eight partner countries where Finland has been offering long-term 
development assistance. Development issues in the local government, agriculture, 
forestry, and environment are the main objects of cooperation between Finland and the 
United Republic of Tanzania. (Ministry for Foreign Affairs of Finland 2010.) The goal 
of this thesis study was to produce background information for a new development 
project aiming to start and develop seed potato production in Tanzania. Funding for the 
project was allocated by the Finnish Ministry for Foreign Affairs in December 2010, and 
the project started officially on October 28, 2011. (J. Valkonen, personal 
communication.) 
The thesis is based on qualitative rather than quantitative data and methods. Qualitative 
analysis was chosen primarily because there is little quantitative data about the potato 
market in Tanzania; further explanation in chapter 6.3, page 94. Furthermore, as 
Hirsjärvi, Remes & Sajavaara (2009, 164) explain, qualitative research based on 
interviews brings out the “voice and vision” of the interviewees. The thesis was not 
supposed  to  test  any  theory  or  hypothesis,  and  there  was  no  possibility  to  choose  
interviewees by using random sampling.  
In fact, finding interviewees was difficult as planning and preparing the questionnaire 
took place in Finland, whereas all of the interviewees were in Tanzania. As Hirsjärvi et 
al. (2009, 164) depict, the research plan in this thesis changed in the course of its 
progress. In effect, adjustments were made accordingly. 
 
2.1 Selection of interviewees and methods of interview 
 
This research is based on 14 focused, in-depth interviews made in Tanzania in June 2011. 
In addition to this, two researchers answered in written form. The interviews took place 
in three different regions; namely, Mbeya, Iringa and Dar es Salaam. Since it is common 
in  expert  interviews,  the  decision  to  ask  people  for  an  interview  was  based  on  their  
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involvement and expertise in the agricultural and potato business. Eskola & Suoranta 
(2005, 86) group interviews in qualitative research into four distinct categories: 
1. A structured interview necessitates the same questions in the same order for 
everyone. The answer options are also similar, and the interviewee cannot answer 
with his/her own words. Answers from structured interviews are the easiest to 
analyse. 
2. Semi-structured interviews also contain a predetermined set of questions, but 
do not contain options for answers. 
3. In focused interviews (or semi-structured theme interview), the themes of 
discussion remain constant from one interview to the next, but the questions may 
vary. 
4. Unstructured (open) interviews resemble almost like a normal conversation, 
but there is still a certain topic or topics that remain in the discussion. However, 
all the themes are not necessarily covered by every interviewee. 
For this thesis, the focused interview and unstructured interview was found to be suitable 
because they enabled discussions on the topics and themes found in the literature, but the 
interviewer was not constrained by a pre-determined set of questions. The interviewer 
can guide the interview without controlling it completely. (Hirsjärvi & Hurme 2008, 48.) 
Koskinen, Alasuutari & Peltonen (2005, 105) state that the focused interview has 
become almost like a synonym for qualitative research, and if correctly used, it is an 
excellent method.  
Hirsjärvi & Hurme (2006) describe four characteristics of the focused interview based 
on the book The Focused Interview by Milton, Fiske & Kendall from 1956: Firstly, it is 
known that the interviewees have had similar experience. Secondly, the researcher 
already has some information about the subject of the study. Thirdly, the researcher 
makes the preliminary questionnaire. Lastly, the interview is aimed at the subjective 
experiences of the respondents. (Hirsjärvi & Hurme 2006, 47.) The themes are the same 
for all the interviewees, but it still lacks the same order and form of questions, which is 
typical for structured interviews (Hirsjärvi & Hurme 2006, 48). In the interview situation, 
additional questions, which are not included in the written question framework, are often 
asked (Hirsjärvi & Hurme 2006, 66). 
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The interviewees were contacted first by two Tanzanian researchers.  In order for the 
respondents to be prepared for the interview, the two researchers distributed a 
preliminary set of questions for them. The venue for the interview was chosen to be as 
quiet as possible; often it was the workplace of the interviewee. A digital recorder was 
used if it was permitted; for the most part, it was permitted. At the beginning of the 
interview people were given a paper stating the purpose of the study and how the results 
would be used. The set of questions can be seen in Annex 1. 
The interviews were carried out in a relatively short time span and by one interviewer. 
Most  times,  only  one  interviewee  was  answering  the  questions,  but  some  of  the  
interviews were executed with two interviewees, or once even with four interviewees. 
The  set  of  questions  were  tested  once  in  Finland  with  an  official  from the  Ministry  of  
Agriculture and Forestry. Prior to the interviews, a literature review of Tanzanian and 
African agriculture, the marketing of agricultural products, and especially the potato 
industry was carried out. The order of the interviews was selected so that the people who 
know more about the reality on the ground would be interviewed first. This would also 
enable the interviewer to learn about the problems of smallholders. After that, talking 
with the officials in the ministries in Dar es Salaam became easier. 
The interviewed persons were agricultural researchers, managers of Non-Governmental 
Organisations (NGO’s), extension officers (representing governmental advisory centres), 
agriculture field officers, traders/auctioneers from the Dar es Salaam market, economists 
and directors from the Ministry of Agriculture, Food Security and Cooperatives (MAFC), 
and the marketing department director from the Ministry of Industry, Trade and 
Marketing. 
CHART 1. Interviewees and the institution they represent 
Profession or institution the 
interviewee represents 
Total number of 
interviewees 
Extension officers 3 
NGO’s 2 
Researchers 5** 
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Researcher/smallholder 1 
Ministry of Agriculture, Food 
Security and Cooperatives (MAFC) 
2 
Ministry of Industry, Trade and 
Marketing 
2* 
Trade & commerce 4* 
Project coordinator of agricultural 
development program 
1 
* more than one person interviewed at a time 
** two researchers answered by written form 
 
Each interview lasted 1.5–3.5 hours, and the questions were chosen according to the 
expertise and work assignment of the interviewed persons. All of the interviewed 
persons were Tanzanian citizens. Koskinen et al. (2005, 264) explicate the point of data 
saturation in research, when a new interviewee does not bring any new substantial 
information into the research. In the 1980s it was typical to make 30–50 interviews also 
in qualitative research. However, grounded theory shaped the fundamentals so that 15–
25 interviews are commonly regarded to be sufficient to reach the saturation point. 
 
2.2 Qualitative data analysis 
 
The perspective in the research is based on facts. According to Alasuutari (1999), this is 
the most usual way to treat transcribed data. Consequently, the interactive occasion 
where people are talking and signalling with different methods is not considered 
valuable information, because signs are not facts from the real world. When using the 
fact perspective it becomes essential to consider the truthfulness of the information and 
honesty of the respondents. Falsified data would make the whole study worthless. 
(Alasuutari 1999, 90–93.) According to Koskinen et al. (2005, 229), the worst mistake a 
researcher can make is to collect data and describe it without clear interpretation.  
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Tuomi & Sarajärvi (2009, 108–118) classify data analysing methods into three 
categories: material-oriented, theory conducting, and theory-oriented. Eskola (2010, 
182) calls the same methods material-oriented, bound on theory and theory-oriented 
methods, in which the analysis that is bound on theory has an analytical connection but 
is  not  based  on  the  theory,  nor  has  come straight  from the  theory.  This  thesis  uses  the  
theory conducting method; the aim is to study and analyse a context to understand better 
the causal relationships and make recommendations based on such results. 
According to Hirsjärvi et al. (2009, 222) there are no clear instructions on how detailed 
the transcribing work should be; it can be done selectively, depending on the researcher. 
Before transcribing, it is important to know what kind of data analysis method is used 
and whether any computer programs are used. In this study, most parts of the interview 
were written word for word, though not necessarily everything in some instances. As 
Hirsjärvi et al. (2009, 225) suggest, the amount of data is usually large and not all can be 
used and utilised. Furthermore, there is no reason to analyse everything. During the 
interviews the conversation sometimes derailed from the original topic, and those 
discussions were not necessary to transcribe or analyse. 
All of the questions were written in an Excel sheet, and converted to yes/no questions 
wherever possible. Some questions were written in a form that enable multiple choices. 
For example, “Production of potatoes should be increased” contains three lines 
underneath with the choices “only by increasing average yield”, “only by increasing 
farmed area” and “both”. This is a simple method to see what the opinion of the majority 
of respondents is. Other questions contain some short comments in the Excel sheet, but 
longer answers were written in a separate Word document, one respondent per document. 
The analysis was done mainly by the scheme presented by Eskola (2010, 187–199). 
Interviews were categorised by the themes in the set of questions. Some new themes also 
emerged during the interviews, and those themes/questions became potential topics in 
the next interview with other respondents. Some questions reached saturation point 
already after a few respondents, when it became clear that it is a fact and the answer did 
not depend on the interviewee. For example, the question, “Are there unified scales and 
standards for measuring the amount of potatoes among trading partners?” was left out 
when it became apparent that the answer would be no. However, the topic remained in 
the discussions and the respondents were asked how to improve the situation. 
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From the organised interviews, the themes were dissected and summarised, and the main 
points were brought out. The results were compared to the literature in the theory part of 
the study, and some literature was used only for comparing the result from this study to 
previous ones. Sometimes the method was applying the idea of analytic induction, 
similar to making a snowball: first to get the “solid core” from one interview and 
afterwards build more mass around it from other interviews (Eskola 2010, 194). To 
achieve a better depiction of what the respondents had said, citations were added to the 
analysis chapter. The number at the end of each citation indicates a number given for 
each interviewee by the interviewer. Only the interviewer knows what number belongs 
to each interviewee in order to maintain the anonymity of the interviewees. 
Strauss (1987, 19) states that in the writing phase the need for additional integration will 
often be recognised. The researcher has to go back to the data, collect new data, or think 
through the sorted memos and codes to “fill in”, thus achieving the necessary 
information. Often the abbreviations and program names were unfamiliar to the 
interviewer and thus had to be checked from literature or internet sources afterwards. 
Numbers and statistics in the thesis without sources are collected from the interviews. 
The currency conversion rates between the Tanzanian Shilling and the Euro is on the 
August 2011 ratio. 
 
2.3 Theoretical framework 
 
The SCP-paradigm was applied whenever it was applicable, but overall there is not 
enough statistical data for producing valid results where the paradigm was used. The 
questions, however, were structured in a way that many themes from the SCP-paradigm 
were fulfilled and answered. Those themes include basic conditions such as consumer 
demand, production, seasonality, unionisation, product durability, and method of 
purchase. Like Juusela (1995) did in her licentiate dissertation when she was examining 
the efficiency of competition in the distribution of farm tractors in Finland, the SCP-
paradigm was confined in this thesis so that it is better applicable for studying the potato 
market in Tanzania. 
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From the structure side, the answers enlighten the number and concentration of buyers 
and sellers, product differentiation, vertical coordination and diversification. The 
conduct of the potato industry was maybe the most difficult part to examine, but 
information about research and development, pricing behaviour, and product choice was 
gathered. Performance in this study is about price, production efficiency, equity, product 
quality,  and  profits  to  different  actors  in  the  value  chain.  Government  policies  are  also  
part of the paradigm and from that section the data was collected about government 
regulation, barriers to entry, taxes, subsidies, and investment incentives. As Koskinen et 
al. (2005, 40–41) explain, it is more accurate to describe the SCP-paradigm or the 
industrial organisation as a theoretical framework rather than a strict theory. 
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3 THE ROLE OF AGRICULTURE AND POTATO PRODUCTION 
IN AFRICA 
 
Africa is a vast continent with a tremendous resource endowment and offers great 
potential for increased agricultural productivity. If agricultural performance is measured 
in terms of food produced per capita, it has dropped in the last four decades. There are 
many reasons for this, including political and socioeconomic, but the associated 
consequence is a decline in the quality of the land resource base in many African 
countries, which has negative long-term impacts. (Eswaran, Almaraz, van den Berg & 
Reich 1996.) 
Lofchie (1989) studied the general impediments to agricultural development in Africa. 
Much of Africa's land is not well suited for intensive agricultural development, he writes. 
The  soil  layer  is  thin,  deficient  in  vital  nutrients  and  low  in  organic  content.  Africa's  
rainfall is not easily predictable, as huge differences in annual precipitation occur. 
Methods of agriculture production that have been developed in temperate latitudes – 
where the soil base is denser and rainfall patterns are more regular – can be destructive 
in Africa. (Lofchie 1989, 6.) In the following chapters, the information without 
references is collected from the interviews. 
 
3.1 Agricultural policies in Africa 
 
Lofchie (1989, 4) describes four main objectives that have been laid for African 
agriculture: 
1. Agriculture has been expected to provide African countries with a high degree of 
food self-sufficiency in order to minimise the foreign-exchange costs of food 
imports and avoid dependency on Western countries 
2. Agriculture has been expected to generate a high level of foreign-exchange 
earnings to finance the importing of necessary goods 
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3. Agriculture has been viewed as the source of the high rate of savings 
4. Agriculture has been regarded as the largest source of expanded employment 
opportunities to help create jobs for the rapidly growing population 
Despite the fact that the agricultural sector would have huge opportunities in creating 
employment, few African countries have made efforts to develop smallholder-based 
systems of agricultural production. Africa’s physical environment has been degraded 
and that is a fact that has been forgotten in most agricultural policy analyses. 
Deforestation, monoculture, and strip mining is converting once-arable land to desert 
wasteland. (Lofchie 1989, 5–6.) Lofchie’s conclusion in his now 22-year-old book was 
that unless there is a major reversal of current trends in the agricultural sector, there is 
little basis for optimism about Africa’s economic future (1989, 5.) 
Sixteen years since Lofchie’s conclusions, in 2005, The United Nations published their 
report where they pointed out the same problems: ”The agriculture sector is dominated 
by small-scale, predominantly rain-fed subsistence farming. The sector is characterized 
by a combination of low production, low productivity and a low quality of agricultural 
produce especially among smallholder farmers. Major factors contributing to this 
situation include low levels of education and literacy among smallholder farmers, high 
level of malnutrition, health shocks, variable weather conditions, price shocks, poor rural 
infrastructure (hindering effective rural-urban linkages), low access to markets, 
underdeveloped irrigation potential, limited access to technology used in production, 
inadequate agricultural support services, institutional constraints to production, 
extension, transportation, processing and marketing.” (UNDAF Prioritization Retreat 
2005, 13.) 
Ponte (2002) studied how policy reforms affect rural livelihoods in Africa. The role of 
the state has changed in the agricultural sector in Africa. In the 1960s and 1970s, the 
dominant paradigm in development circles considered the state to be an important factor 
in development, which meant new technologies and specific types of public institutions. 
As a result, strict governmental regulation of trade and low consumer prices caused low 
of agricultural growth. Inefficient, monopolistic or monopsonistic marketing systems 
caused delays in supply of farm inputs, and investments in research and infrastructure 
were insufficient. (Ponte 2002, 2.) 
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In the 1980s, the reforms initiated by the World Bank were aimed at achieving 
macroeconomic stability, liberalising markets and getting the market prices right. In the 
agricultural sector, policy reforms aimed to minimise the wasting of public funds and to 
withdraw the state from marketing. Much dispute remains over whether or not the 
correct measures were taken. (Ponte 2002, 3.) Poole (2010) writes about changing policy 
approaches that have been quite similar in Sub-Saharan African countries. Initiatives for 
promoting agricultural marketing lay with the state rather than with the individual until 
end of the 1980s or the beginning of the 1990s. Bilateral and multilateral donors had 
policies that constituted the endorsement of state-led strategies. Marketing boards and 
cooperatives were a convenient counterpart agency for donors whose programmes of 
food aid, infrastructural investment and rural development projects were increasing in 
importance. (Poole 2010, 19.) 
Frank Meissner put the benign neglect of agricultural and food marketing in developing 
countries on the spot in his seminal article published in Food Policy, May 1989. He 
noted that investing in marketing margin reductions is crucial for agricultural 
development and food security. The causes for the neglect of food marketing include: 
• Marketing is seen by many political leaders in poor countries as a wasteful and 
socially irrelevant activity 
• The merchant class in many developing countries often belong to a foreign 
minority, accused of ‘exploiting’ the indigenous population 
• Most professionals in agricultural development are traditionally agronomists, 
with prime concern for increasing on-farm production 
• Incremental on-farm production is easier to measure than benefits generated by 
improvements in marketing functions 
• Policy makers tend to believe that marketing institutions spring up spontaneously 
to bring agricultural commodities to markets and inputs to farms 
(Tollens 2010, 23–24) 
The era of structural adjustment started (in Tanzania already 1982) market reforms 
meant  from  the  redefinition  of  parastatal  roles  through  a  range  of  radical  changes  to  
abolition of state intervention (Poole 2010, 19). By 1989, structural adjustment programs 
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were under way in 32 of the 45 countries in sub-Saharan Africa (Eicher & Staatz 1998, 
22). 
Lofchie (1989, 10) suggests that there are two different disciplines over debate on the 
African agrarian crisis: internalists and externalists. Internalists believe that problems in 
agricultural production are caused by the bad economic policy of African governments. 
Only political reforms could help the agricultural sector. 
Externalists – supporters of the dependency theory – think that the international 
economic environment is not favourable for African countries and they can't improve the 
situation. Adverse features include colonial legacy, dependency on external markets, and 
the activities of multinational corporations and donor agencies. That is why externalists 
demand that first international economic environment has to be made favourable for 
African nations. The externalist point of view has been developed mainly by researchers 
who do not have access to massive research resources or powerful economic institutions 
like the World Bank or USDA. Lofchie brings up that externalist treatments have been 
principally of a historic nature and built up from case studies of individual countries or 
regions. (Lofchie 1989, 10–11.) 
Both schools of thought – internalist and externalist – are too simplistic, writes Lofchie. 
Few policy analysts agree unconditionally to one discipline or the other. (Lofchie 1989, 
12.) The main shortcoming of the internalist approach is that it treats the international 
economic environment as a neutral factor, which, according to Lofchie, cannot be done 
because external market conditions set certain limitations in an open market situation 
(1989, 13). Diminishing agricultural production after independence can be explained by 
failed policies, and for that reason it is hard to evaluate what economic possibilities there 
would have been for Tanzania under present world-market conditions (Lofchie 1989, 17). 
 
3.2 Agriculture in Tanzania 
 
Tanzania covers 944,800 square kilometres, of which 881,300 square kilometres are land 
area. The climate is tropical, but in the highlands 1500 to 2300 metres above the sea 
level – where potatoes are cultivated – the climate is warm. Almost 35 percent of 
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Tanzania receives less than 800 millimetres of rainfall per year and is considered arid or 
semi-arid. Only about 30 percent of the land receives more than 1000 millimetres per 
year. Irrigation is minimal; therefore, agriculture is dependent on rainfall. (Ponte 2002, 
38.) 
According to the Country Profile of the United Republic of Tanzania, maize is the 
dominant crop with a planted area of over 1.5 million hectares during recent years, 
followed by paddy (rice) with more than half a million hectares over recent years. 
However, statistics from the Food and Agriculture Organization of the United Nations 
(FAO) show a notable difference in the figures. The statistics place maize as the biggest 
crop measured by farmed area with 2.961 million hectares, followed by dry beans with 
1.266 million hectares, cassava with 1.081 million hectares and paddy (rice) with 0.904 
million hectares. Potatoes are listed in 14th place with 0.173 million hectares.  
(FAOSTAT 2009.) 
Measured by quantity produced, the top three crops are cassava (5.9 million metric tons), 
maize (3.3 million metric tons), and bananas (3.2 million metric tons). Potatoes come in 
10th place (0.7 million metric tons). Measured by value, bananas are the number one 
crop  (906  million  USD),  cassava  is  in  second place  (565  million  USD),  and  dry  beans  
are  in  third  (398  million  USD).  Potatoes  can  be  found in  15th place  (99  million  USD).  
These figures are unofficial. (FAOSTAT 2009.) Ponte (2002, 38) mentions that maize, 
cassava, rice, bananas, potatoes, and pulses are the major food crops, as they had biggest 
volume in tonnes in 1995. 
The main agricultural products imported are wheat and palm oil. Twenty percent of the 
land is suitable for agriculture but is not cultivated. Shifting agriculture is the most 
frequent method of farming. Fifty percent of the land is used for grazing, and conflicts 
between pastoralists and cultivators are common. (Country Profile of the United 
Republic of Tanzania.) Tanzania’s main exports are gold, coffee, cotton, and cashew 
nuts (CIA World Factbook). Agriculture employs about 80 percent of the work force. 
Agricultural  commodity  exports  dominate  by  contributing  to  over  58  percent  of  all  
export earnings. 85 percent of exported products are agricultural products, which are 
susceptible to price variations depending on the world market price. (Tanzania Trade 
Centre; CIA World Factbook.) Some challenges did not change over the years: 22 years 
ago, Lofchie (1989, 69) wrote that it would be important for Tanzania to lessen its 
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dependency on export crops, which are unstable due to international market conditions 
and do not bring food security for people. 
According to FAO statistics, the total harvested area of all crops in Tanzania was 12.3 
million hectares in 2009 (FAOSTAT 2009). There are 10 farming systems, and potatoes 
belong to two of them: the tea/maize/pyrethrum system and the horticulture-based 
system. (Official Online Gateway of the United Republic of Tanzania.) The World Bank 
report (1994, 4) notes that between the early 1960s and the early 1970s, agriculture’s 
GDP share in Tanzania fell  from about 60 percent to just  below 40 percent of GDP. It  
then grew slowly to just over 40 percent of GDP by the late 1970s and rose steadily back 
up to about 60 percent of GDP by the late 1980s and early 1990s. (Morrissey & Leyaro 
2007, 1.) 
However, according to the United Nations report, Tanzania has made significant 
progress in the transformation from a state-run economy to a more market-oriented 
economy. Structural change to the economy started at the end of the millennium, with 
the increased contribution of industries and services to GDP (18.5 percent and 35 
percent respectively) and a falling share of agriculture (from 49.1 percent in 1998 to 46.8 
percent in 2003). The low rate of agricultural growth (average annual growth rates 5.2 
percent  in  2005)  is  perhaps  the  main  reason  why  a  reduction  in  rural  poverty  is  slow  
despite the recent high growth rate of the economy as a whole. (UNDAF Prioritization 
Retreat 2005, 13.) 
The share of agriculture in GDP can be calculated in different ways; according to the 
government source in 2007, the agricultural sector contributed 26.5 percent of total GDP 
(Agriculture Sector Review and Public Expenditure Review 2008/09). The Tanzanian 
market for processed food and agricultural products is not adequately developed mainly 
because of a general low level of income, according to the Country Profile of the United 
Republic of Tanzania. However, this condition is changing with the country’s economic 
development and the open market policies of the government. The major constraint 
facing the agricultural sector is falling labour and land productivity due to the 
application of poor technology and dependence on irregular weather conditions. 
(Country Profile of the United Republic of Tanzania.) 
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The commercialisation of smallholder production is a process involving a transformation 
from the production for household subsistence to production for the market. Sokoni 
(2007) remarks in his article that the process of commercialisation of smallholder 
production has had opportunities and constraints for the sustainable management of 
resources for agricultural production. According to Sokoni, the government should take 
greater guidance of the process, as the commercialisation is part of the globalisation, 
which is not likely to stop. (Sokoni 2007, 13.) The Agriculture and Livestock Policy of 
1997 mentions concerning major staple food crops that market liberalisation has 
drastically changed the production environment. The withdrawal of fertilizer subsidies, 
the collapse of seasonal credit delivery, and input delivery systems have combined to 
make the production of crops both difficult and costly. (Agricultural and Livestock 
Policy 1997.) 
 
3.3 Ujamaa Vijijini and present Tanzanian agricultural policy 
 
Tanzania’s agrarian decline provides a very good example of the cause-and-effect 
relationship between inappropriate agricultural policies and poor economic performance 
(Lofchie 1989, 108). In the 1960s, Tanzania implemented an experiment of socialist 
strategy  of  development  and  policies  of  self-reliance  under  the  late  President  Julius  K.  
Nyerere (Lofchie 1989, 108; Bagachwa et al. 1996, 110). Self-reliance included 
extensive compulsory villagisation Ujamaa Vijijini (Tanzanian form of socialism where 
people in given villages produced and owned properties communally) and 
nationalisation of private property. The strategy for ensuring food and export crop 
production centred on large-scale production-oriented agricultural parastatals (a 
company or agency owned or controlled wholly or partly by the government). 
(Bagachwa et al. 1996, 110.) 
For about twenty years starting from the Ujamaa Vijijini experiment, Tanzania 
overvalued its currency, suppressed real producer prices, tolerated gross inefficiencies in 
its parastatal corporations, and engaged in an industrial strategy that reduced the 
agricultural sector’s capital (Lofchie 1989, 216). In addition, Ujamaa Vijijini caused a 
shortage of arable land within the village areas and a crisis in cash crop production with 
 26 
 
little real chance for increased agricultural incomes (Boesen, Madsen & Moody 1977, 
31). Also, the state-run cooperative unions underwent a serious crisis (Gippon 1995, 14). 
The collapse of the cooperatives can be seen even today as farmers are reluctant to 
organise themselves; further reading in chapter 5.5, page 58. 
By  the  1980s,  Tanzania  was  the  world's  second  poorest  country  in  terms  of  GDP  per  
capita (Bagachwa et al. 1996, 111.) This was also partly caused by the Tanzania-Uganda 
war that ended in 1979 (D. Mbanzibwa, personal communication), when at the same 
time, the Tanzanian natural resource base became noticeably threatened. These problems 
signalled a movement towards more market-oriented policies and a change of political 
leadership (Bagachwa et al. 1996, 111). The collapse of the socialist system all around 
the world, the failed Ujamaa Vijijini experiment, and other economic problems led 
Tanzania to shift from a centrally planned economy to a market-oriented economy in the 
late 1980s and early 1990s (Wobst 2001, 11). This was a change from socialism to 
“mixed policies” and even today politicians in Tanzania consider the country to be in a 
transitional period. Still, Ujamaa is stated in the Tanzanian constitution as official policy 
(D. Mbanzibwa, personal communication). 
If the markets as a whole do not work, the agricultural markets are also hindered. There 
have been four distinct stages in Tanzania's attempts to improve the structure and 
performance of its economy: the National Economic Survival Programme (NESP, 
established in 1981), the Structural Adjustment Programme (SAP, 1982), the Economic 
Recovery Programme (ERP, 1986), and the Economic and Social Action Programme 
(ESAP or “ERP ??”, 1989). (Enos 1995, 50.) Of these programs, the Tanzanian 
government funded NESP and SAP. Major reforms through SAP included the 
decontrolling of the marketing of non-traditional export crops in 1986, which was 
followed by the decontrolling of the marketing of food crops in 1989, and finally the 
decontrolling of the marketing of traditional export crops in the 1993/94 marketing 
season. (Agricultural Marketing Policy 2008, 5.) 
In 1986, the Tanzanian government was forced to make a deal with the International 
Monetary Fund (IMF), the World Bank, and a host of bilateral donor organisations in 
order to process a policy reform called the Economic Recovery Program (ERP) (Lofchie 
1989, 108). The aim was to achieve sustainable growth in real income and output. ERP 
included better pricing for crop production, improved product and input marketing, an 
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increase in government outlays for agriculture, an increase in industrial capacity 
utilisation by liberalising raw material imports, a decrease in the balance of the payments 
deficit through devaluation, export incentive schemes, foreign exchange liberalisation, 
and better control of the budget deficit and money supply. Although agricultural prices 
increased, producers' benefits were reduced by inflation. (Bagachwa et al. 1996, 113.) In 
1989, the ERP was modified to create the Economic and Social Action Program (or 
“ERP ??”).  The  goal  of  the  new program was  to  restore  the  physical  infrastructure  and  
ease social impacts. ERP and ESAP did produce some positive responses, but they also 
strained Tanzania's resource base even more. (Bagachwa et al. 1996, 113–114.) 
As for the agricultural markets, the decontrolling of agricultural marketing was meant to 
pave the way for the participation of cooperatives and private traders. Among other 
things, the competitive marketing environment included competitive prices and free 
entry to marketing actors (producers, traders, processors, and exporters) of agricultural 
crops at all levels of the marketing channel. However, experience has shown that the 
anticipated gains from this policy have not been fully realised, particularly for non-
traditional exports and food crops, mainly because the adopted policy change did not put 
in place an orderly marketing system for the crops. (Agricultural Marketing Policy 2008, 
5.) 
Lofchie (1989, 15) claims that the main flaw in the Tanzanian agricultural policy is that 
political elites do not own much land, and that is why a political environment favouring 
producer welfare is not favourable. He compares the situation to Kenya, where political 
elites have invested in land, making an enormous difference in agricultural policies 
concerning land ownership. 
Institutions and organisations dealing with agricultural issues in Tanzania include three 
ministries: Agriculture, Food Security, and Cooperatives; Industry, Trade, and 
Marketing; Finance, and Economic Affairs. Involved at a lower level are  the Regional 
Administration and Local Government, the Local Government Authorities at all levels 
(from the village to the district level), private sector service providers (technical and 
financial service providers and contracting engineers), Civil Society Organisations 
(CSO) including non-governmental organisations (NGO’s), and farmer and 
trader/processor groups. 
 28 
 
Nowadays, the agricultural sector is guided by two main policies: the Agriculture and 
Livestock Policy and the Cooperative Development Policy, both from 1997. Currently 
(halfway through 2011), the agricultural policy has been renewed, and the new one is in 
parliament awaiting approval. The National Livestock Policy of 2006 is already in force. 
The Agriculture and Livestock Policy of 1997 seeks to ensure that the direction and 
pattern of the development in the agricultural sector meets social objectives and outputs. 
The policy emphasises the importance of competitive markets. The major objectives are: 
? to assure food security for the nation, including improvements to national 
nutrition standards 
? to improve living standards in the rural areas 
? to increase foreign exchange earnings 
? to provide and supply raw materials and expand the role of the sector as a market 
for industrial outputs 
? to develop and introduce new technologies for land and labour productivity 
? to promote integrated and sustainable use and management of natural resources 
? to develop human resources 
? to provide support services 
? to promote access for women and youth to land, credit, education and 
information 
(Agricultural and Livestock Policy 1997) 
The Cooperative Development Policy of 1997 as a distinct policy paper for the 
cooperatives marks a change from cooperatives being state-controlled institutions to 
becoming autonomous and member-controlled private organisations. The policy 
provides the framework for the cooperatives to operate on an independent, voluntary, 
and economically viable basis and to develop into centres for providing and 
disseminating agricultural inputs, implementations, technologies and information. This 
will empower farmers to enhance their bargaining position in the market. (Agricultural 
and Livestock Policy 1997; Agricultural Sector Development Strategy 2001; 
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Cooperative Development Policy 1997.) More about importance of cooperatives in 
chapter 5.5, page 58. 
Interviews indicated that staff from the Ministry of Agriculture are aware that the 
Agriculture and Livestock Policy of 1997 was not implemented very well, mainly 
because people were not facilitated to do it. That is why a new National Agricultural 
Policy (Draft 2009) is under review. The National Agricultural Policy aims at addressing 
the challenges that continue to hinder the development of the agricultural sector, 
including the low productivity of factors of production, the over dependence of rain-fed 
agriculture, inadequate agriculture support services, poor infrastructure, weak agro-
industries, the low quality of agricultural produce, the inadequate participation of the 
private sector, environmental degradation, and diseases.  
The revised agricultural policy is treating crops as commodities. Crop-specific policies 
are  changed  to  a  commodity  approach  within  the  policy  framework.  This  holistic  
approach has a few main topics, such as: 
- agroprocessing 
- organic farming 
- biofuel 
- financing 
- youth involvement 
- small-scale production 
- protect agricultural stakeholders against unfair practices 
- promoting private sector investment needs 
- facilitate establishment fresh product market places 
- some of the crops need accretion 
- farmers’ organisations 
The tentative general objective in the new policy is to “develop an efficient, competitive, 
and profitable agricultural industry that contributes to economic growth and poverty 
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reduction”. Specific objectives are to increase production productivity, enhance national 
food security, improve agricultural processing, enhance the production of quality 
products and strengthen agricultural extension services and intersectoral coordination. 
The agricultural sector policy is linked with the strategies outlined in the National 
Strategy for Growth and Reduction of Poverty (NSGRP, 2005), the Tanzania 
Development Vision 2025, and Millennium Development Goals Report. Therefore, the 
objective for the agricultural sector policy have to be consistent with those strategies. 
For further reading see next chapter. 
Several other policies have a bearing on the development of the agriculture sector. The 
Agricultural Sector Development Strategy (2001) lists the following policies: the 
National Land Policy (1995), the National Water Policy (2002), the National Micro-
finance Policy (2000), the National Women and Gender Development Policy (2000), 
and the National Environmental Policy (1997). According to the interview in the MAFC, 
the  biggest  factor  in  transition  at  the  moment  in  Tanzanian  agricultural  policy  is  the  
transition from subsistence agriculture to more commercialised, competitive, modernised, 
profitable, and highly productive type of agriculture, of which utilises natural resources 
in a sustainable way. 
As for international trade, agricultural raw material does not have an export tax, but 
processed products do. Exporting quotas have sometimes been used for nationally-
agreed important food crops and cash crops; potatoes do not fall into this category. The 
government does not want to restrict exports, but exports of cereals and other food crops 
have been banned at times to ensure food security. 
 “Sometimes hunger and famine results from farmers’ 
reluctance to produce food crops because they are not doing 
well in the market [food crops are not profitable to produce]” 
(1). 
 
3.4 Categorisation of crops 
 
The Agriculture and Livestock Policy of 1997 has sub-sectoral policies for main cash 
and  food  crops,  and  policy  statements  for  each  of  them.  Potatoes  are  listed  as  a  “sub-
staple” along with sweet potatoes, bananas, and plantains. Policy statements for these 
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crops are brief, enumerating only importance for better yielding varieties, better storage 
technologies, processing, and market centres. (Agricultural and Livestock Policy 1997.) 
However, in the other website of the Tanzanian government, potatoes are listed as one of 
the nine main staples, but there is no categorisation between Irish potatoes and sweet 
potatoes (Official Online Gateway of the United Republic of Tanzania). 
In accordance with the Agriculture Basic Data (2003–2004) statistics, cotton, coffee, 
pyrethrum, tea, sisal, tobacco, and cashew nuts are listed as cash crops in Tanzania. 
Publication by MAFC also adds sugar to the list (Shetto 2005, 4). It is noteworthy that 
rice, maize, sorghum, millet, cassava, and beans are listed as non-traditional export crops 
bringing a substantial amount of foreign revenue (Agricultural and Livestock Policy 
1997). Potatoes could already be listed into this group as a notable share of production 
goes for exporting, especially in areas close to the border. 
Even if the new National Agricultural Policy (Draft 2009) has no crop-specific policies, 
it does contain policy statements for potatoes and bananas, among other crops, which are 
important for both rural and urban areas. These statements cover research, production, 
storage, processing, market centres, and so on. Some laws are specifically aimed for 
controlling the commerce of main export crops like coffee and cashew nuts, but potatoes 
are not among them. 
What all of the interviewees stressed is that potatoes are not the priority crop for the 
Tanzanian government and therefore do not get the attention of policy makers. Potatoes 
are not yet important for the government budget like maize or some exported cash crops. 
However, at the farm level, government policies are not visible and potato farmers do 
not experience the effects of the policies in their everyday life. There is a clear message 
from the interviewees that the future of the crop depends on the agricultural policy. 
 
3.5 Tanzanian development programs and trade communities 
 
As a developing country, Tanzania has several ongoing development programs. An 
abundance of programs has raised criticism that programs have become the actual 
purpose in order to receive funding for the next financial season of the donor country or 
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institution. In addition, the sector-specific policies have an important bearing on 
agriculture’s  terms  of  trade  with  other  sectors  of  the  economy  and  also  on  its  
productivity and profitability.  
Constraints on achieving a higher agricultural performance and productivity are 
associated with inefficient marketing, poor infrastructure, and inefficient financial 
systems. The Government of Tanzania has, over the years, come up with policies and 
strategies  such  as  the  Agricultural  Sector  Development  Strategy  (ASDS),  which  was  
approved by the Government in August 2001. It depicts a policy framework for 
agricultural development: a favourable and stable macroeconomic development 
(primarily the inflation rate, interest rate and exchange rate), is a precondition to a 
profitable private investment in agriculture. (Agricultural Sector Development Strategy 
2001.) 
The ASDS originated from the Agricultural and Livestock Policy (1997) and the 
Cooperatives Development Policy (2002). The Agricultural Sector Development 
Programme (ASDP, 2003) is an operational response or tool for implementing the ASDS. 
It is developed jointly by the five Agricultural Sector Lead Ministries, which include: 
1. the Ministry of Industry, Trade and Marketing 
2. the Ministry of Agriculture, Food Security and Cooperatives 
3. the Ministry of Livestock Development and Fisheries 
4. the Ministry of Water 
5. the Prime Minister’s Office –  the Regional Administration and Local 
Government 
The ambition of those ministries is to work under one umbrella towards common goals. 
Efforts of these ministries should be seen in the grassroots level through ASDP and 
Decentralisation by Devolution (D-by-D). (Progress Report; Agricultural Sector 
Development Programme 2006; Eskola 2005, 1.) As outlined in the Agricultural Sector 
Development Strategy 2001, agriculture is important for Tanzania’s economic and social 
development goals for three reasons: 
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1. Widespread improvements in farm incomes are a precondition to the reduction of 
rural poverty 
2. Any strategy addressing food security must involve actions to improve 
agricultural and livestock production and farm incomes 
3. Agriculture, as the single major contributor to national GDP, is a key to the 
country’s overall economic development 
One of the components of ASDS is to encourage farmers to form groups. The Tanzania 
Development Vision (TDV) 2025 and the National Strategy for Growth and Reduction 
of Poverty (NSGRP) 2005 also address these key issues and challenges. The Vision 
2025 envisages raising the standard of living of Tanzanians to those of a typical 
medium-income country through ensuring food security, improving incomes, and 
increasing export earnings. It places considerable emphasis on the agricultural sector, 
taking into account that agriculture accounts for about 50 percent of the GDP. (Progress 
Report; Agricultural Sector Development Programme 2006; Morrissey & Leyaro 2007, 
10.) 
A formal implementation tool for the development agenda portrayed in the TDV is the 
Five Year Development Plan (FYDP). A prime aspect of the plan is the recognition of 
fast-tracking the realization of the Development Vision 2025 goals. Agriculture is 
among the six prioritised industries. The total budget for five years is 37 152 488 million 
TZS (15 817 million €), of which agriculture will get 2 230 417 TZS (949.6 million €). 
The improvement and development of market centres and storage facilities is listed in 
the FYDP as one of the agricultural strategic interventions, and is funded 86 million TZS 
(37 600€) in a five-year period. However, this money is not earmarked for potato market 
centres. (Tanzania Five Year Development Plan 2011.) Critics of the Five Year Plan say 
Tanzania has traditionally made a new plan even though the old one has not been 
fulfilled (Ministry for foreign Affairs of Finland 2011). 
The long-term goal of the AMSDP is to increase the incomes and food security of the 
rural poor in the northern and southern zones of Tanzania. The intermediate goal is to 
improve the structure, conduct, and performance of agricultural marketing systems in the 
country to provide financial incentives for realizing the following specific objectives:  
1. Increase and diversify the production of smallholders 
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2. Increase the number of medium-scale entrepreneurs who interact with groups of 
small-scale producers and traders in rural areas 
(Agricultural Sector Development Strategy 2001.) 
In 2009, the Tanzania National Business Council launched a project entitled “Kilimo 
Kwanza” (Agriculture First), which is administered by the Tanzanian government. It is 
based on ten pillars, and does not seek to solicit funding from donors. It is supposed to 
be different, initiated by Tanzanians for Tanzanians, and not resembling the failed 
initiatives of “Kilimo ni Uti wa Mgongo wa Uchumi” (Agriculture is the backbone of 
the economy), “Kilimo ni uhai” (Agriculture is life), and “Kilimo cha kufa na kupona” 
(Life or death agriculture). (Kamndaya 2009 & Ten Pillars of Kilimo Kwanza.) 
International business regulations are built to protect and limit the trade between some 
countries, and free trade agreements are made to demolish these restrictions. Tanzania 
belongs to the East African Community (EAC), which aims to develop into a monetary 
union and finally transform into a political federation (Regional Economic 
Communities).  The  EAC's  rules  oblige  no  import/export  duties  for  the  trade  of  raw  
materials, capital goods, tractors, pure breed animals, fertilizers, and medicines. In 
addition, all agro inputs and implementations are exempt from value added tax (VAT).  
The main potato production area in Tanzania is the Mbeya Region, which is at the 
border with Zambia. Both Tanzania and Zambia are members of the Southern African 
Development Community (SADC). This community does not have the same trade 
boosting regulations as the EAC. That means trade between Tanzania and Zambia is still 
levied and Zambia has its own taxes for importing. The import duty for products 
imported to Tanzania is usually calculated as an ad-valorem rate on C.I.F value of goods 
imported into the country, and is collected before goods leave the entry point into the 
country and/or bonded warehouses. 
 
There are five applicable import duty rates: 
 
? the zero percent rate is applied on fertilisers, chemicals, and pesticides for plants 
and animals 
? the 5 percent rate is applicable for agricultural implements 
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? the 10 percent rate is for the importation of raw materials and capital goods 
? the 20 percent  rate is for the importation of intermediary products 
? the 30 percent rate is for the importation of finished goods for mass consumption 
and consumer durables 
(Tanzania Revenue Authority) 
Now, African countries are negotiating about the Tripartite Free Trade Agreement 
(FTA) that will  weld the Southern African Development Community (SADC), the East 
African  Community  (EAC)  and  the  Common  Market  for  East  and  Southern  Africa  
(Comesa, from where Tanzania left in year 2000) into one formidable economic super 
bloc. 
 
3.6 Potatoes in Tanzania and other developing countries 
 
Prakash (2010, 22) lists the benefits of potatoes compared to other crops. Firstly, 
potatoes are for many of the poorest households the primary or secondary source of food 
and nutrition. Secondly, the crop produces large quantities of dietary energy and has 
relatively stable yields under difficult conditions (draught, floods, disease outbreaks) in 
which other crops may fail. In the interviews, for example, pyrethrum was seen as a very 
unreliable crop that can fail completely some years. Thirdly, potato crops are suited to 
places where land is limited and labour is abundant; these factors characterise many of 
the poorest developing countries. Fourthly, potato crops are highly adaptable to a wide 
variety of farming systems. Their short and highly flexible vegetative cycle, which 
brings in yields within 100 days, fits well with double cropping and intercropping 
systems. Fifthly, potatoes are ecologically adaptable. Sixthly, potatoes produce more 
nutritious food more quickly, on less land and in harsher climates than most other major 
crops. Up to 85 percent of the plant is edible human food, compared with around 50 
percent for cereals. (Prakash 2010, 22.) 
Potatoes are crucial for the food security of hundreds of millions of people in the 
developing world, where annual consumption has risen from 9 kilograms per capita in 
1961–63 to around 15 kilograms per capita in 2006 (FAO 2006). Statistics show that 
although consumption is increasing steadily, it is still the smallest of all the continents. 
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Consumption per person is the largest in Europe: 87.8 kilograms per year (FAO 2008). 
FAO statistics show that in Tanzania, potato consumption per person varied in the 2000s 
between 7–15 kilograms per year, whereas maize consumption varied between 58–70 
kilograms per  year  (FAOSTAT).  In  Finland,  the  consumption  per  capita  was  about  61  
kilograms per year in 2006 (Matilda 2007). 
In  addition  to  its  nutritional  value,  the  potato  is  a  staple  food  that  is  insulated  from  
international price shocks for two reasons, writes Prakash. Firstly, unlike cereals, 
potatoes are traded much less in global markets. Only a fraction of global production 
enters foreign trade, so potato prices are determined by local demand and supply 
conditions. Secondly, potatoes are not at risk of the ill-effects of speculative activity. 
(Prakash 2010, 14–15.) 
Nevertheless, there are some constraints to potato farming; potatoes are a perishable 
crop (compared to e.g. maize and rice) that combine a relatively low value with a high 
volume and weight. In order to lengthen the usage time of potatoes, a working cold 
chain and transport facilities are needed, which Tanzania does not have yet. The 
development of a cold chain would not only require money, but also a reliable electricity 
network. 
Prakash (2010) enumerates four key challenges of the value chain in developing 
countries. Firstly, market integration issues are causing high supply risks and high 
transaction costs. Potatoes are usually marketed through fragmented chains that lack 
coordination and information exchanges. Secondly, there are not enough production 
initiatives. Average yields are too low for marketable surpluses. This means there is not 
a sufficient quantity of quality seeds for farmers to capitalize on the potential gains of it. 
The  third  point  is  producer  groups;  the  farm  gate  price  of  potatoes  is  often  based  on  
limited negotiation, and smallholders do not have the market savvy or access to 
necessary market information. Uneven bargaining leads to uneven pricing that, in turn, 
will deter the producers by responding to market incentives. This makes the formation of 
producer groups, to share expertise and strengthen the bargaining power within the chain, 
essential. Lastly, public and private support is lagging behind. Agriculture policies and 
resources have traditionally focused on cash crops for export and on cereals, leaving 
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potatoes and other root crops at the periphery. Correcting this imbalance and seeking 
substantial levels of public and private investment is critical. (Prakash 2010, 22–23.) 
Andersson (1996) analysed technical aspects of potato cultivation in a particular area in 
Tanzania. In the study, he writes that without proper equipment, potatoes can be hard to 
manage: they are prone to disease and subject to tuber degeneration (Andersson 1996, 
86). Booth and Burton wrote in 1983 in their article that for such a perishable crop like 
the potato, appropriate post-harvest technology (mainly cooling systems) is not only 
required to reduce food losses, but also to maintain the perishable planting material from 
one growing season to the next (Booth & Burton 1983, 275). 
An information leaflet from the ARI Uyole depicts six constraints or challenges for 
farming and research in Tanzania: 
1. Diseases and pests 
2. Low yielding varieties and lack of high quality seed stock 
3. Lack of appropriate post-harvest technologies for handling, storage, and processing 
4. Poor potato market channels 
5. Inadequate research facilities 
6. Transport 
Although potatoes have been farmed since the 1920s in some parts of Tanzania, they 
have  not  become  a  major  crop  in  most  parts  of  the  country.  For  example,  the  World  
Bank Country Study “Agriculture in Tanzania since 1986: follower or leader of growth?” 
from the year 2000 does not mention potatoes even once. On the other hand, some 
sources like the “Country Profile of the United Republic of Tanzania” do mention 
potatoes as one of the food crops. 
As told earlier, in Africa, potatoes are able to grow only in high altitudes, and in the 
highlands,  the  farmer  does  not  have  too  many  crops  to  choose  from.  Sometimes  the  
falling world market prices of some other crops can boost potato production in certain 
areas. This is what happened in the Uporoto mountains (Mbeya region) in the 1970s 
when pyrethrum growers with high altitude plots became interested in growing potatoes 
since they are the only crop, other than pyrethrum, that suit the climatic conditions of 
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high altitudes. (Andersson 1996, 95; CIP.) In some areas like the Iringa and Mbeya 
regions, potatoes gained quite a significant share from farming activities (Andersson 
1996,  85).  Yet,  even  if  potatoes  have  the  huge  potential  to  become  the  main  crop  in  
certain areas of Tanzania, they have failed to do so thus far (Andersson 1996, 89). 
Kenya has a long tradition of potato production and research, and in the 1930s and 1940s, 
Kenya began exporting potatoes to the Northern Highlands in Tanzania. After 
independence in the 1960s, potatoes were illegally exported from Tanzania to Kenya 
because of higher prices in the urban market of Nairobi and Mombasa. (Andersson 1996, 
92.) 
Interviews indicate that potatoes are one of the main staple foods in Tanzania after maize, 
beans, and rice. One out of twelve interviewed persons placed potatoes in the top three 
food crops. Also, cassava, millet, and sorghum were each mentioned once belonging to 
the main three food crops out of twelve respondents. In the Southern Highlands (SH) 
zone, potatoes are the third most important food crop after maize and rice (Information 
leaflet, ARI Uyole Overview). 
Potato farming is very diverse depending on the area, but a high enough altitude and the 
dependence on rainfall are two common aspects all around the country. Tanzania has 
four main production areas: the Kagera region in north-western Tanzania, Arusha near 
Mount Kilimanjaro, the Usambara mountains in north and north-eastern Tanzania, and 
in the Southern Highlands of Tanzania, where the production and market research of this 
thesis were mainly conducted. 
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FIGURE 1. A map of the main potato production areas in Tanzania (modified from ezilon.com) 
Namwata, Lwelamira, and Mzirai (2010) studied the adoption of improved agricultural 
technologies for Irish potatoes. They found out that in the rural distric of Mbeya, 
potatoes are one of the widely grown crops for both food and cash, and the district is the 
main producer of potatoes in the Southern Highlands of Tanzania, as well as the country 
as a whole. (Namwata et al. 2010, 928.) According to the same authors, the output from 
the Mbeya Rural District accounts for 58 percent of total Tanzanian potato production 
(2010, 931), but Mussei, Mbogollo, and Mayona (2010, 3) claim it could be 90 percent. 
The Southern Highlands are situated between 1300 and 2800 metres above sea level. 
The area has sharp variations in altitude, temperatures, and rainfall at short distances. 
Rainfall  totals  are  over  800  millimetres.  The  rainy  season  is  from  November  to  
April/May. (Gondwe,  Mende & Nsemwa. 2007, 332).  The area has two main planting 
seasons for potatoes; rainfed crop is planted at the beginning of the rainy season in 
November/December, and a possible second crop at the end of the rainy season in May. 
Potatoes planted at the beginning of the rainy season have a higher yield, but the plant is 
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more susceptible to diseases like late blight and bacterial wilt. During the dry season, 
farmers  rely  on  moisture  in  the  soil,  and  sometimes  the  yields  can  be  very  low.  The  
advantage of planting potatoes during dry periods is that farmers use less fungicide. The 
use of insecticides and herbicides for potatoes is not common in Tanzania. 
It is also possible to rely on residual moisture and plant year round in some parts of the 
Southern Highlands; the gain is that farmers can sell the products out of the peak season 
when the price is at its lowest. The harvest can happen three months after planting or the 
farmer can leave the yield in the ground and wait for a better price for seven months, 
even if it is not the rainy season. This is a big advantage for potatoes as a crop, as there 
are not many plants that can be harvested throughout the year.  
When the farmer and buyer have agreed on a price, harvesting is done by hand hoe and 
many times relatives are helping. Potatoes are sold usually straight from the field (farm 
gate) and middlemen organise transport to collection places. More about the selling 
practices in chapter 5.8, page 69. Potatoes are mostly grown in monoculture, but there 
are a few exceptions. If intercropping is used, the accompanying plant is usually maize 
between  the  rows  or  at  the  end  of  the  field.  Even  if  potatoes  could  be  planted  and  
harvested twice a year, growing two potato yields in a year is not usual. The main crop 
rotation plants are maize, wheat, and peas. Almost all farmers use inorganic fertilizers; 
however, amounts can be relatively low because of the high costs. Study of Bagachwa et 
al. (1996, 117) claim that only 30 percent of farmers use organic manure because crop-
livestock systems are not integrated, and only 15 percent of all farmers use chemical 
fertilizers, although application rates are low (20 kilograms per hectare). 
Even  though  irrigation  efforts  are  one  of  the  priorities  in  the  government  scale,  so  far  
there is not much irrigation for potatoes. In the interviews, 2 out of 13 respondents stated 
the lack of irrigation/dependence on rainfall to be the biggest factor hindering potato 
farming. This would have probably been seen as a bigger problem if the rainfall would 
not be so abundant in the Southern Highlands during the rainy season. As for the 
infrastructural issues, according to the interviewees irrigation (or lack of) was considered 
the second biggest after bad road network. Mwakasendo et al. (2007, 45) concluded that 
irrigation would also increase the total production time. 
Yields are relatively low; in the 2001/2002 growing season, the average yield in the 
whole country was about 8.2 tonnes per hectare, and in 2002/2003 the yield was about 
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64 tonnes per hectare. The area under potato production was 77 720 hectares and 52 310 
hectares, respectively. (Agricultural Basic Data 2003–2004.) Results from the interviews 
indicate that 10 tons per hectare is considered a good yield. For comparison, in Finland 
in 2009 there were 25 000 hectares under potato production and the average yield per 
hectare was 31 tonnes (Matilda 2010). 
Potato farms are small; in the Mbeya Rural District, according to Namwata et al. (2010, 
931), the average area under potato cultivation was 2 acres (0.8 hectares), which is about 
half of the total land area owned by an individual farmer. According to Kabungo (2008, 
48) – who wrote a case study about potato production and marketing performance – the 
average potato farmer had 1.78 acres (0.72 hectares). In the Njombe district, situated in 
the Southern Highlands, the farmed area is similar at 1.73 acres (0.7 hectares). This 
accounts for about 45 percent of the total farm area in the district. (Mussei et al. 2010, 
931.) In Finland, the average size was 13.6 hectares in 2009 (Matilda 2009). The 
possibility  to  grow potatoes  in  small  plots  actually  makes  the  plant  more  versatile  and  
suitable for farmers. 
 
FIGURE 2. The typical size of a potato field in the Mbeya Rural District 
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4 THEORETICAL FRAMEWORK 
 
4.1 Structure-Conduct-Performance-paradigm 
 
J.M. Cassels first introduced industrial organisation in 1933, when he was writing about 
the classification of the structure of the agricultural market and market behaviour. This 
became later known as the structure-conduct-performance (SCP) paradigm. (Sexton & 
Lavoie 2001, 865.) The study of industrial organisation adds to the perfectly 
competitive model of real-world friction such as limited information, transaction costs, 
the costs of adjusting prices, government actions, and barriers to entry by new firms into 
a market that may be associated with imperfect competition. The study then considers 
how firms are organised and how they compete. The subject has been described as being 
concerned with markets that cannot easily be analysed using the standard textbook 
competitive model. (Scherer 1980, 1.) 
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FIGURE 3. The model of industrial organisation analysis (Scherer 1980, 4; Caswell 1992, 538) 
 
J.M. Clark established a theory of effective competition, which is predicated on the 
notion that the market structure and conduct characteristics that defined perfect 
competition did not provide a satisfactory basis for evaluating actual market behaviour. 
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Theories of effective competition and SCP proceeded in intellectual harmony, and later 
researchers like Clodius, Mueller, Collins and Preston were fitting the SCP-paradigm 
more precisely to agricultural industries. (Sexton & Lavoie 2001, 865.) 
Although  the  SCP  was  designed  for  more  industrialised  countries,  a  number  of  
modifications have been suggested so this paradigm can now be applied to market 
analysis in developing countries. "Market structure" consists of the relatively stable 
features of the environment that influence the behaviour and rivalry among the buyers 
and sellers operating in a market. For example, if the market structure is characterised by 
high barriers to entry (e.g., license fees and kinship ties), it may result in only a few 
firms or traders profitably maintaining business activities in, or even entering, certain 
markets. Such non-competitive behaviour can result in higher profits and high marketing 
margins for traders. (USAID 2008, 3–6.) 
“Market conduct” refers to the patterns of behaviour that traders follow and how they 
adjust to changing market conditions. Examples of market conduct include price setting 
behaviour and buying and selling practices. For example, in an environment where there 
are many buyers and sellers, the market tends to determine the price. If one trader tries to 
increase his or her price,  he or she sells  nothing. This means that households buy food 
commodities and agricultural inputs at prices that are equal to the costs of producing the 
last unit of the commodities (marginal cost). (USAID 2008, 3–6.) 
“Market performance” refers to the extent to which markets result in outcomes that are 
deemed good or preferred by society. For example, regular and predictable availability 
of basic food commodities at affordable prices is generally considered a desirable 
outcome. Another desirable outcome would be that prices paid by consumers should not 
be excessively above the cost of marketing, processing, and transaction costs for a given 
commodity, and the prices received by farmers should cover their costs of production. 
Thus, determining market performance is subjective. For example, when would a price 
be  fair?  And fair  to  whom? For  example,  a  trader  who charges  a  higher  price  than  the  
cost  for  a  given  quantity  of  a  commodity  can  say  that  the  market  is  performing  
excellently, yet the consumer who pays the higher price can say the market is 
performing poorly. (USAID 2008, 3–6.) Juusela (1995) argues that industry performance 
does not always form as desired through structure and conduct. In that case, government 
 45 
 
intervention can be justified in order to improve the performance of the industry. 
(Juusela 1995, 26.) 
 
4.2 Approaches to vertical coordination and integration 
 
According to Webster (1992, 5), “new organisation forms, including strategic 
partnerships and networks, are replacing simple market-based transactions and 
traditional bureaucratic hierarchical organisations”. 
The range of marketing relationships according to Webster 
1. Transactions 
2. Repeated transactions 
3. Long-term relationships 
4. Buyer-seller partnerships (mutual, total dependence) 
5. Strategic alliances (including joint ventures) 
6. Network organisations 
7. Vertical integration 
Webster (1992, 10) 
A somewhat generalised and simplified implication is that industrial countries have 
highly vertically coordinated agricultural markets and developing countries do not. 
Markets like in Tanzania include little coordination and instead involve several 
intermediaries, including wholesalers and terminal markets. Farmers get less income 
depending on whether traders buy produce directly from farmers, middlemen or 
transporters. In addition to price, the level of vertical coordination has much to do with 
the continuity and predictability of the market.  
USAID paper (2008) categorises four different environments where farmers can sell 
their products:  
1. Farmers sell their products in terminal, spot, or auction markets.  
A terminal market is a central site that serves as an assembly. Spot markets are 
physical markets in which farmers and traders converge to buy and sell products at a 
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given period of time. In the auction market, buyers enter competitive bids and sellers 
enter competitive offers at the same time. 
2. Farmers sell directly to buyers at their homes and/or farms. They get less income 
but do not need to pay for transport. 
3. Farmers sell through contract to traders. Prices are predictable, but sometimes 
they can be lower in comparison to spot markets. Quantities are specified in advance 
so farmers have assured markets through contract sales. 
4. Farmers engage in group marketing or are organised as cooperatives. Farmers 
obtain higher prices due to increased bargaining power and trading in high volumes. 
(USAID 2008, 4; 17.) 
Marketing activities account for the majority of the share of costs for most food and 
beverages and this share is constantly growing (Sexton & Lavoie 2001, 865). Farmers 
who often face monopoly power in input purchases (for example, in Finland farmers can 
buy fertilizers basically only from one company: Yara) and monopsony power in output 
sales have incentive to integrate vertically to countervail the market power. Therefore, 
firms that are vertically integrating cannot only eliminate the market power’s 
inefficiency or deadweight loss, but also the larger distributional loss created by the 
monopoly/monopsony power. (Sexton & Lavoie 2001, 871.) 
The first one to study vertical integration/coordination was Robert Coase in his 1937 
article, where he recognises that both the market, through the price mechanism, and the 
firm, through managerial guidance, performed coordinating functions. Williamson (1985, 
85–86) states that the main purpose of vertical integration is to economise transaction 
costs. 
There are three basic types of vertical coordination between stages:  
1. Open marketing  
2. Contract production and marketing 
3. Integration through cooperatives or public companies 
(Boland, Barton & Domine 2002, 1). 
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Vertical coordination in agri-food supply chains is growing. Swinnen (2007) writes that 
the combination of a demand for products of high quality and safety standards and the 
problems which farms face in supplying such products to processors and traders has led 
to the growth of vertical coordination in supply chains. In transition countries (although 
Tanzania is not classified as transition economy by IMF, it has similar features), market 
imperfections and the absence of appropriate public institutions have contributed further 
to the growth of private contractual initiatives to overcome these obstacles. He continues 
that the process of interlinked contracting is growing, meaning that traders, retailers, 
agribusinesses, and food processing companies increasingly contract with farms and 
rural households and provide inputs and services in return for guaranteed quality 
supplies. (Swinnen 2007, 42.) 
For the firm, vertical coordination means creating forward and/or backward linkages 
more precisely, taking more of the activities that take place within its value chain. In 
case the business is seeking to ensure supply, capture more value, achieve economies of 
sale, or ensure access to information, vertical coordination makes sense. In developing 
countries, for most producers, quite simple value chains focus on getting the product to 
the market. Commodities are typically largely undifferentiated (agricultural products are 
also in developed countries) and from this perspective the challenges are to achieve low 
transaction costs, push volumes of product to the market (and sell them), and reduce 
losses of spoilage, waste, or theft. This kind of value chain is usually supply-driven or 
production-driven. (Webber & Labaste 2010, 85.) 
Vertical coordination and the practice of it are not always strictly defined. For example, 
in the cotton seed market in Ethiopia, there is sometimes an informal agreement made 
between assemblers and farmers that are providing credit when farmers are at a critical 
cash shortage and are providing packaging materials on credit basis. (Shetto 2005, 9.) 
More about contracts and vertical coordination in chapter 5.8, page 78. 
According to Connor et al. (1985), entry barriers are, in general, high in food 
manufacturing due to the cumulative effects of high advertising expenditures by food 
manufacturers (Sexton & Lavoie 2001, 869). 
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5 ANALYSIS AND RESULTS 
 
The purpose of the empiric part in the research is to examine the value chain of potatoes 
in Tanzania and factors that prevent the chain’s development. When these questions are 
clarified, we have a holistic picture of the environment where potatoes are produced, 
marketed, transported, and sold to the consumer. Without the big picture, it is difficult to 
make any suggestions to an individual part of the chain, as the chain works as an entity. 
Furthermore, this thesis evaluates agricultural policies affecting potato production and 
the market for potatoes. 
 
5.1 Consumption habits and expectations 
 
According to the selected interviewees, potatoes will have growing demand in the future. 
The reasons mentioned for expected growth in demand were a lack of substitute crops, 
an increasing population, urbanisation, an improving road network, and changing eating 
habits. Encouraging people to eat more potatoes is seen as favourable behaviour. 
Especially, the demand for processed products like French fries (commonly called 
"chips" in Tanzania, meaning strips of deep-fried potato) and crisps (sometimes called 
“chips” in other parts of the world, thin slices of potato that are deep-fried) are expected 
to grow. Potatoes are even used as breakfast, above all in the production areas. Potatoes 
were also seen as a suitable food for the poorest part of the population: 
“To cook potatoes one doesn’t need too much fuel. Cooking 
rice lasts longer. Potatoes are eaten plain, without any meat if 
poor people don’t have money. Rice is not used to eat plain” 
(4). 
Everyone also agreed that if supply would increase, demand would increase as well. 
This  is  mainly  because  supply  is  not  constant  in  all  parts  of  the  country.  Conversely,  
majority of the respondents opined that consumption of potatoes should be promoted and 
in  that  way  try  to  boost  demand.  In  their  opinion,  this  would  eventually  increase  
production  as  well.  Yet  government  policy  targets  and  the  development  of  the  
processing industry were seen as important for the future of the potato market; further 
information in the following chapters. 
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French fries are fast food sold on the streets around the country. One can hardly get 
potatoes in other forms – on the streets or in the restaurants – ready for consumption. 
Table potatoes are common in the production areas, but in the cities people eat more 
processed products, mainly French fries. 
 
FIGURE 4. A street vendor making French fries mixed with eggs 
French fries are the most preferred potato product by 98 percent of hotels and restaurants 
and 88 percent of households. All of the hotels and restaurants process their own French 
fries. A major problem is poor quality potatoes. Many potato growers in Tanzania aim at 
achieving a high tuber yield and are not aware of the requirements of the end-users. For 
example, too much potassium is used; it affects dry matter content, and results in poor 
quality French fries. (Mwakasendo et al. 2007, 30.) 
“Out from the production areas it can be hard to find fresh 
(table) potatoes sometimes. But French fries and crisps can 
be found almost anywhere, even in places where there are no 
fresh potatoes” (2). 
In the research made by Mwakasendo et al. (2007), the only company in Tanzania with  
a cold-store chain was the French fries company Bright Choice Company Ltd. The firm 
imports  frozen  French  fries  and  does  not  use  local  (fresh)  products  because  of  the  low 
quality and infrequent/-inconstant supply. (Mwakasendo et al. 2007, 43.) There is also a 
need to standardise the packages (Mwakasendo et al. 2007, 30). However, demand for 
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French fries in hotels and restaurants is constantly increasing, forecasting growth for the 
whole potato industry. 
“French fries can be cooked fast and their preparation is easy. 
– – Currently it is a common scene to find groups of women at 
the market place peeling potatoes for street vendors who 
make French fries. This indicates that people who make 
French fries are ready to pay a little bit more for peeled 
potatoes” (3). 
 
FIGURE 5. A woman peeling potatoes in a Mbeya city market next to a pile of 
lumbesas 
 
5.2 Processing and investments 
 
Processing the potatoes means, in other words, value addition. The Ministry of Industry, 
Trade and Marketing coordinates the processing industry. Through SMEs (Small and 
Medium-sized Enterprises), one of the primary objectives of the ministry is to supervise 
the formation of small groups of farmers who work together in small industries. These 
industries mainly produce French fries and crisps, which can be utilised without cold 
storages. 
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As mentioned earlier, the processing industry is still very small-scale and undeveloped. 
Some respondents thought the processing industry is unjust for small-scale sellers; big 
hotels do not want to use local products pleading to quality required by the standards. 
That is why big hotel chains are linked to producers abroad, mainly in South Africa. 
Respondents mentioned also that Tanzanian wholesalers are using foreign products 
because of better and unified quality, standard packing, and guaranteed supply. 
“The tourist industry needs to say what quality standard 
hotels have. When the standards would be clear for everyone, 
organised farmers could process quality products for the use 
of hotels” (12). 
Interviewees explained that in fact the processing industry is so underdeveloped that – as 
a general observation for most agricultural products – foreigners buy raw materials from 
Tanzania and transport them to their home country. After processing and packing, they 
sell the value-added products to the international market. An example mentioned was 
that Kenyans buy onions in Tanzania and transport them to Kenya for processing. In 
addition, taxation favours this kind of business because only processed agricultural 
products are taxed when exported. 
The new Agricultural Policy is going to promote the primary agro-processing fund, 
which launches special programs and incentives for investing in agro-processing. The 
program is not especially for potatoes, but the potato industry could benefit from it. An 
MAFC officer said in the interview that the government realises how important the 
processing industry is, considering the whole value chain. Therefore, the new policy 
embodies how production would meet processing requirements, the mechanisation for 
handling perishable agricultural products, and ensuring quality control in processing. 
The issue of investments is critical before the processing sector can really take off. There 
are good examples in Tanzania of private investor contributions improving farming 
possibilities with other crops. So far there are not big investors involved in the potato 
business in Tanzania, except in the Iringa region where Tanzanian Mtanga Farms 
Limited, in collaboration with Nigeria-based company Tonny Elumelu Foundation, will 
invest in a 2200-hectare farm to produce seed potatoes (Hamisi 2011). However, it is not 
always clear who the real beneficiaries are in big agricultural investment projects since 
the revenue becomes really diffused towards the bottom level where the smallholders are 
operating. 
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The Tanzania Investment Centre (TIC) is putting forward incentives for investors in 
agriculture. Investment opportunities are separated into two categories by the TIC, and 
agriculture and livestock belongs to the leading sector. Among the incentives is, for 
example, zero percent import duty and VAT for raw materials and replacement parts for 
agriculture. 
TIC roles are defined as follows: 
? Promote investment (both local and foreign) in the country 
? Facilitating investors from the very initial stage to the last. This is by means of 
identification of the land, company registration, business licensing, work permits, 
residence permits, and tax issues  
? After care service 
? Advising the government on investment policy issues 
(Tanzania Investment Act 1997). 
The government has created the Agricultural Inputs Trust Fund (AGITF Act No.9 of 
1994), which ensures that the smallholders have timely access to essential agricultural 
inputs and modern farm implements and machinery, in adequate quantities and at 
affordable prices. The Fund issues short term soft loans to agro-input stockists/retailers, 
farmers individually, or in groups such as SACCOs (see chapter 5.4, page 54), District 
Inputs Funds, tractor hiring centres, and various institutions involved in agricultural 
production or rendering agro-input services to farmers. 
Also, the ASDS was emphasising the importance of the investing environment, 
proposing changes to the existing agricultural policy to permit private agribusiness to 
expand investments to primary production directly or through cooperation with 
smallholders, input distribution, and produce marketing and agro-processing. The results 
from the interviews indicate that investments are expected to help the potato sector, 
particularly in the processing sector. Almost every respondent emphasised the 
importance of investments. But what remains unclear is how exactly the government 
should improve the investment atmosphere to induce investors into the potato business. 
In any case, infrastructure is in the key position; better roads and communication is also 
helping to induce investors. 
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5.3 The international market 
 
International trade of potatoes in the world is small compared to production; only six 
percent of total production is traded. But trade in volume has doubled since the mid-
1980s; growth is due to unprecedented international demand for processed foods. 
Developing countries have not been beneficiaries of this trade expansion, and as a group 
they are leading net importers of potatoes. (Prakash 2010, 20.) 
Only one respondent in the study said the potato market in Tanzania is not international 
yet. It is true, though, that an individual farmer cannot export potatoes abroad, but 
international trade is open for smallholders through middlemen. The international 
market was seen as benefitting the farmers rather than disturbing. Usually maize and rice 
are enough for the farmers as a food crop, and potatoes are produced for extra earnings. 
As mentioned earlier, the agricultural policy paves the way for potatoes in one part; raw 
agricultural products are not taxed when exporting, but processed products are. 
The question about benefits for exporting is more difficult with food crops because 
sometimes after exporting staple foods from certain areas, people can suffer from hunger. 
In case of a famine threat, trading staple food crops from a certain village, district, or the 
country can be restricted by the Tanzania Board of External Trade (BET) based on the 
National Export Policy. Temporary export bans may be established and in such cases, 
permission to export is needed from the village council, the district council, and the BET. 
This permission certifies that the particular production area has overproduction, and 
therefore  exporting  will  not  lead  to  hunger.  Permission  does  not  concern  potatoes  or  
other plants that are not listed as an important food crop. In the past, the government has 
used quotas for cash crops, but not for potatoes.  
The  BET  is  also  responsible  for  studies  aimed  at  identifying  products  that  have  a  
comparative advantage, proposing ways to improve the production and marketing 
channels for the products to enable Tanzania to have a competitive advantage over the 
product. This includes things like developing packages for Tanzania’s products, product 
adaptation, and if necessary in some markets, labelling requirements, the pricing of the 
product, and so forth. Interviewees mentioned the BET does not have sufficient product-
specific knowledge to carry this work. 
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The interviewees could not define any clear obstacles in domestic laws or policies 
concerning international trade and what should be removed in order to ease trade. Two 
factors hindering and diminishing trade in general were mentioned: firstly, most 
middlemen at the border are not legally registered, and secondly, there is a lack of well-
functioning exporting companies. Once, a respondent brought up the ignorance to 
domestic farmers: authorities can mix farmers with the smugglers. This is why some 
farmers are afraid to take the potatoes to the border even if they would have a means of 
doing so. Also, the fact that quality matters much more in the export business than in 
domestic trade was mentioned; farmers do not often accomplish the quality standards 
that foreign buyers want. However, all respondents expected international markets to 
grow in the future. 
Informal (illegal) trade is a well-known problem in Tanzania. Because of informal trade, 
it is hard to estimate the real scale of international trade. Less than half of total 
production in the area is exported, but the amount is in any case substantial. Individuals 
from neighbouring countries buy potatoes illegally in Tanzania, so the official records 
are much lower than in reality. One of the interviewees estimated that altogether more 
than 500 tons are exported to Zambia. 
There are three programs dealing with informal trade trying to encourage traders to 
formalise their business: the first one is called East Africa Cross Border Trade 
Monitoring, which is a joint with FEWSNET, WFP and the FAO Regional Office 
Initiative. The second, is a “one stop border post” program, meaning a monitored border 
area at which all traffic utilizing the border post stops only once in each direction of 
travel. Both exit and entry procedures are undertaken from within the same control zone. 
The EAC has done the legal framework and some posts are already under construction. 
The third is a warehouse receipt system program under the EAC. 
 
5.4 Credit facilities 
 
The possibility to access commercial credit in the rural area is not common (Wobst 2001, 
25; Kabungo 2008, 38). This is information that was collected from the interviews as 
well.  In addition, low productivity in Tanzanian agriculture is  claimed to be a result  of 
inadequate financing to obtain productivity-enhancing inputs or capital (Agricultural 
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Sector Development Strategy). Inadequate financing, in turn, is connected with farmers’ 
difficulties to access credit facilities. This is a vicious circle: low productivity is causing 
low yields and incomes, which causes restrictions to access credit, leading to the 
complexities of buying inputs. 
A respondent portrayed the farmers’ problems:  
“Potato farming requires a lot of inputs. SACCOs can usually 
help with this. But it’s not performing as it should be. Most of 
the farmers do not have access to rural credits in Tanzania. 
The issue here is that most of the lending institutions in 
Tanzania have a very high interest (rate). It is hard to pay 
back the loans. Also, farmers have a problem because at 
planting time they do not know what their revenue will be, 
and thus do not know how much of a loan they should apply 
for” (3). 
The percentage of smallholders who have access to credit services are by Namwata et al. 
(2010, 931) 37 percent, and by Kabungo (2008, 54), only 13.3 percent. Credit services 
are a very important part for improving potato production. Namwata et al. (2010) 
conclude their research by noting that for improving the adoption of agricultural 
technologies for Irish potatoes, it is recommended that access to credit services by small-
scale farmers engaged in potato farming should be strengthened (Namwata et al. 2010, 
934). Wang listed the impediments of potato farming in Asia; the constraints are quite 
similar in all developing countries. In his study, the need for capital was highlighted: 
producing potatoes intensively demands high levels of investment in agricultural inputs 
such as seeds, chemical fertilizers, and pesticides. In addition, farmers in developing 
nations have high transaction and financial costs to buy inputs and services as well as to 
store and market their products. (Wang n.d., 15–16.) 
Microfinancing is quite a new concept in Tanzania; it started in 1995. All microfinance 
organisations are aiming at poverty alleviation and are reflections of the GRAMEEN 
Bank, established by Nobel Prize winner Muhammed Yunus from Bangladesh. Most of 
the interviewees said Savings and Credit Co-operatives SACCOs are, in some areas, the 
only organisations where potato farmers can get a loan for inputs and other expenses. 
Throughout the country, this is overwhelmingly the most common way to access credit 
in Tanzania. Different parts of Tanzania can have different names for SACCOs; in some 
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area the modernized name is VICOBA, which is not such a well-known credit 
organisation. 
 “A Savings and Credit Co-operative (SACCO) is a democratic, uniquely member-
driven, self-help co-operative. It is owned, governed, and managed by its members who 
have the same common bond: working for the same employer, belonging to the same 
church, labour union, social fraternity, or living/working in the same community. A 
Savings and Credit Co-operative membership is open to all who belong to the group, 
regardless of race, religion, colour, creed, gender, or job status. These members agree to 
save their money together in the SACCO and to make loans to each other at reasonable 
rates of interest. Interest is charged on loans to cover the interest cost on savings and the 
cost of administration. There is no payment or profit to outside interest or internal 
owners. The members are the owners and the members decide how their money will be 
used for the benefit of each other.“ (SACCOL.) 
According to the interviewees,  farmers do not usually get a loan from the bank even if  
they use their land as collateral. There is a pilot project going on where banks accept 
farmers’ land as collateral, but this practice has not spread throughout the country, and 
most  of  the  banks  are  refusing  to  offer  a  loan  if  land  (even  with  the  certificate  of  
customary ownership) is the only collateral. For smallholders, it is easier to get loans if 
farmers belong to a group because the group itself works like collateral. Farmers have to 
make a joint group (usually 10–20 persons), everyone invests the some amount, and then 
the group jointly invests the money to the SACCO. After that, the SACCO will give the 
loan  to  the  farmers  or  get  a  loan  from  a  commercial  bank  and  then  distribute  it  to  the  
farmers. The commercial CRDB Bank grants the loans, and the other commercial bank 
is  state-owned  Tanzania  Investment  Bank  (TIB).  TIB  has  a  significant  portion  of  its  
portfolio in the Tanzanian agricultural sector. 
Typically farmers get two or three times more money back than they have invested 
originally, 3–6 months after the first deposit. SACCOs can have up to 600 members. The 
smallest have 100–150 members, but it’s considered too small with an expensive 
operation. One of the basic ideas of SACCOs is that they usually know their members, 
whether farmers have validity or not. If a farmer wants to join the SACCO, there are no 
restrictions as long as he or she has money to invest. 
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SACCOs are not only for agricultural purposes; some are specialised for farming and 
can have only farmers as members. Interviewees mentioned that often agricultural 
revenues give a stepping stone to other income-generating activities. Generally, a 
majority of the members belonging to SACCOs are involved in agriculture. For some 
farmers, it is difficult to decide how big of a loan they should apply for because the 
revenue during the harvest can vary greatly. Inputs for one hectare of potatoes cost about 
500 000 TZS (220€). Loans for the poorest people can be as small as 50 000 TZS (22€) 
but usually for agricultural purposes the amounts are between 1–2 million TZS (440–
880€).  
“Those who take 50 000 TZS are farming for home 
consumption only, and they have no other way to obtain a 
loan from different place. Then they start to grow (some crop) 
and sell small amounts in the market, and get extra earnings” 
(4). 
Although SACCOs should be available for everyone, results from interviews enlighten 
that in some remote areas farmers have not even heard of them. But that is not the case 
for potato farmers, as potatoes are not commonly farmed in the periphery. Interviewees 
mentioned that the fear of taking out a loan and becoming indebted is impeding farmers. 
A  good  point  in  the  current  situation  is  that  there  are  not  many  farmers  who  are  as  in  
debt as most farmers in developed countries. Microloan companies are usually bigger 
than SACCOs and they are under company law, which means they can have shares. But 
SACCOs are member-owned under cooperative society law, which makes the 
administrative work easier. 
Currently, the government is establishing the Tanzania Agriculture Bank to enable 
farmers to make deposits and access loans easily. The interest rate will be significantly 
lower than in other commercial banks. The bank will link with intermediaries like 
SACCOs or agricultural marketing cooperatives. Interviewees reminded that there is a 
need to create loan repayment rules so credit would not be exploited. Nonetheless, the 
smallholders probably still  have to be members of a SACCO in order to get loan from 
the bank. 
Respondents expressed their contentment for SACCOs; according to them, the 
institutions are committed, with knowledge of local conditions and farmers’ producing 
chances. Some interviewees evoked a problem with the risk; sometimes SACCOs (or 
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any investment body) do not want to give loans for farmers who are dependent on the 
rainfall. Chirimi’s (2011) conjecture is that land reform and land registration would 
mitigate the problem, which is discussed in chapter 5.9.1, page 81. 
 
5.5 Farmers’ groups 
 
In this chapter, farmers’ or producers’ groups, organisations, cooperatives, and 
marketing boards do have the same meaning, although they have some differences. A 
common aspect for all of the terms is organised cooperation among the farmers. In most 
markets, explicit cooperation among sellers is a violation of most antitrust statutes, but 
countries often have exemptions allowing farmers to have coalitions to market their 
products. In other words, agriculture is relatively unique among industries in that 
governments often permit producers to form selling cartels. (Sexton & Lavoie 2001, 
877.) 
Skarstein (2005, 359) says farmers’ cooperatives are most important for giving the 
smallholders bargaining power in the input, output and credit markets. Increased 
bargaining  power  was  also  the  main  reason  why  Mussei  et  al.  (2000)  recommended  
farmers’ groups; through the association, farmers can exchange price information and 
they can agree on common price strategies when selling the potatoes. An additional 
reason was the possibility to mobilise savings and credit facilities for providing funds to 
farmers in urgent need, while speculating for higher prices when there is a low supply of 
potatoes in the market. The writers emphasised that it is important to intensively study 
the local economic structure into which associations are to be established. (Mussei et al. 
2000, 36.) 
Producer cooperatives and groups still have a negative echo for the farmers resulting 
from the collapse of cooperatives after market liberalisation. This is why NGOs and 
other organisations – who know the benefits of organising – are using different names 
when establishing cooperatives; they call them groups, organisations, or marketing 
boards. Lowe (1986, 146) claims that most of the failures of cooperatives in history were 
due to corruption, the cooperative’s inability to work in free trade, and especially 
because of mismanagement. 
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“The government employed people to establish and work in 
cooperatives. The farmers were not owners, and they just 
brought (for example) coffee there. What happened after that 
to the product was not the business of farmers. 
Due to a lack of ownership and management skills, poor 
financial management, and supervision of those cooperatives 
by smallholder farmers, there were many bankruptcies of 
cooperatives. Cooperatives ended up in fraud; some people 
lost their wealth. Most of the smallholder farmers in a village 
have a very bad image of cooperatives” (1). 
After independence, the government took a lead in cooperative development, and 
cooperatives became more integrated with national objectives rather than members’ 
interests. Consequently, capital formation in cooperatives dropped considerably, and 
finally cooperatives became dependent on the state through loans. From the mid-1970s, 
cooperatives came under government control and lacked the international standards of 
cooperative society. With poor government resources, cooperatives became a burden on 
the government and the national economy in general. (Cooperative Development Policy 
1997.) 
Two different possibilities have been investigated for a cooperative's effect on market 
behaviour. The first is the “yard-stick” effect: cooperatives have no incentive to exercise 
market power over their own members. Thus, payments received by farmers may be 
used as a yardstick or barometer for farmers who patronize rival, for-profit handlers to 
gauge and improve their treatment at the hands of these firms. (Sexton & Lavoie 2001, 
877.) 
A second way farmer coalitions may inspire precompetitive market outcomes is through 
collective bargaining with for-profit processors. A key source of leverage for farmers in 
collective bargaining is that they might integrate vertically into the processing and 
marketing of their product if they are unable to obtain a satisfactory agreement through 
bargaining. (Sexton & Lavoie 2001, 877.) The latter reason is why in interviews the 
farmers’ cooperatives were seen as a useful way to improve the marketing and whole 
production chain from farmers’ perspectives. 
Although membership to farmers’ organisations (i.e. a cooperative membership) is 
considered an important information source, which includes farming, results from a 
study made by Namwata et al. (2010) revealed that only 28 percent of the respondents 
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were members of organisations (i.e. farmers’ groups) in the Ilungu ward, which belongs 
to the Mbeya district. This information shows that the potential of a social-network 
(social capital) through a farmers’ group as a source of agriculture-related information 
has not been fully utilised in the area. (Namwata et al. 2010, 931.)  In this work, the 
interviewees could obviously not tell the exact percentage of organised farmers, but it is 
in any case a low number. 
Only one interviewee knew of a farmers’ group specialising in potatoes. Specialisation 
could be a useful way to increase the bargaining power of potato farmers. Cooperation is 
especially useful for those in the weakest position: farmers who cannot even buy 
fertilizers or other inputs. A group would work as collateral when obtaining loans from 
SACCOs or other institutions. 
The need for a farmers’ organisation is listed in ASDS as well as in the new Agricultural 
Policy  of  2011.  The  policy  says  that  the  lack  of  a  farmers’  group  leads  to  limited  
business management. The government admits these institutions are still weak and not 
member-based. According to the new policy, farmers should form associations, which 
have the power to lobby and help to improve their bargaining power (both in the input 
and output markets). Groups could also provide cost reduction to various services (e.g. 
loans, inputs, extension services, and market information). Therefore, the government 
aims to create viable farmers organisations in rural areas. Respondents emphasised that 
it is important that farmers’ groups must have good leadership in order to prevent 
mistakes made in the past. 
An additional reason, speaking in favour of organising, is the possibility for the 
differentiation of products. Under farmers’ groups and through their guidance, it would 
be easier to start to differentiate products: sorting potatoes according to quality, variety, 
organic/conventional, better packing, and so forth. Sometimes the interview gave 
surprising outcomes for what is considered differentiation and why some farmers cannot 
sell their products: 
“Buyers know that potatoes are grown in Njombe and Mbeya. 
The Mufindi ward is not well-known, so buyers pass the area. 
Some buyers think that potatoes are too small in here. – – We 
don’t have farmers’ group. We should form them and assign 
one member to go to Dar es Salaam and tell about this area 
and advertise” (8). 
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However, the policy just gives the direction, but not the main question of who is going to 
organise the groups. NGOs are trying to encourage farmers to do that, but the bad 
reputation of cooperatives is tenacious. Eicher & Staatz (1998) notes that, generally, the 
role  of  NGOs  should  not  be  underestimated  in  developing  countries.  Many  donors  
favour working through NGOs because they believe those organisations have better 
grassroots to the local population than the government, and are more efficient and less 
venal. (Eicher & Staatz 1998, 27.) 
Crop-specific boards often have similar characteristics to cooperatives. Crops like 
cashew nuts, coffee, cotton, pyrethrum, tea, and tobacco all have boards. These crops are 
categorised as traditional products, while the products that do not have their own board 
are the non-traditional ones. The crop-specific boards are government organisations or 
corporate bodies established by government Acts, helping the development of the sector 
in many ways. The Tanzania Coffee Board’s main function is to regulate the coffee 
industry in Tanzania and advise the government on all matters related to the growing, 
processing and marketing of coffee within and outside of the country (Tanzania Coffee 
Board). The Tanzania Cotton Board has very similar functions, but additionally, the 
board is concentrating on farmers' education, establishing quality standards of cotton 
seed/lint, license issues, and protecting the interests of farmers against buyers’ 
syndicates (Tanzania Cotton Board). In addition to many other responsibilities, the Tea 
Board of Tanzania is also collecting statistics related to the tea industry and controlling 
pests and diseases (Tea Board of Tanzania). 
With the help of boards, farmers sell directly to auctions in big markets and bypass many 
steps in the marketing chain. The ‘National crop board’ was established in 2010, which 
can take care of the other crops (non-traditional export crops) that do not have their own 
boards and are having problems with marketing. There are zones, and each zone decides 
which  crops  they  will  focus  on.  For  the  time  being,  they  are  not  going  for  perishable  
crops such as potatoes. 
 
5.6 The seed potato sector 
 
 62 
 
There are no specialised seed potato farms or companies in Tanzania, and that is why 
farmers  mostly  cannot  find  uniform,  quality  seed  potatoes.  They  can,  however,  always  
find some seed, but the quality and the uniformity is not at the desired level. Farmers 
typically use their own seed from the previous yield or buy seed from their neighbours. 
Some farmers can leave part of the potatoes in the ground during the harvest, if the 
harvest takes place in dry season. One to three months before planting, they take the 
potatoes out from the field and put them on raised racks or floors in the sheds and huts. 
Advanced farmers can use a diffused light storage, which is a room with indirect solar 
light used for storing. Kabungo (2008, 66) suggested building village warehouses which 
would also serve for seed storage. 
Sometimes seed can be stored in sacks and even outside without a cover, which is 
favourable for disease-causing pathogens to affect the tubers as they get wet and the air 
ventilation is removed from them. It  is  possible that some farmers do not even sort  the 
seed before planting. Seed renovation (use of clean seed from sources other than their 
own  field)  is  used  only  when  farmers  do  not  have  their  own  seed  or  when  their  crops  
become so heavily diseased that yields are seriously affected. 
“Handling the seed potato is different than maize. Processing 
the seed [potato] is difficult. Most farmers fail on this” (6). 
Poor seed potato is one of the main drawbacks of the chain according to all interviewees. 
When asked about production constraints, only two out of thirteen interviewees did not 
mention bad seed quality as one of the main problems for the whole sector. Half of the 
respondents  pointed  to  poor  seed  quality  as  one  of  the  three  topmost  problems.  The  
importance of seed potato can be observed from the literature as well. Mussei et al. 
(2000) came out with four main recommendations for improving the potato sector; the 
need for better seed was among them (Mussei et al. 2000, 36). Also, Kabungo’s (2008) 
thesis came to the conclusion that seed material should be improved. 
Acquiring quality seed would have several progressing effects for the whole potato 
sector. Nowadays, supermarkets and larger factories that process potatoes buy their 
products from abroad, mainly from South Africa. The reason, according to respondents, 
is that big farms there can supply large amounts of quality potatoes all around the year. 
Grading, processing and packing are done in South Africa. If farmers could purchase 
uniform, certified, or otherwise quality checked seed, they could produce a crop that 
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supermarkets and bigger potato processing factories would accept. Maybe the constant 
and large scale supply would still be an obstacle. Presently, Tanzanian farms are so 
small that trucks coming to big cities contain potatoes from many different farms. 
In some production areas in Tanzania, there are centres where farmers can buy seed 
potatoes. However, nobody can guarantee if the seed is clean, so after purchasing them 
the farmers are advised to sort and spray them. It is possible to find certified and tested 
maize seed, and farmers can rely on it growing in the zone they want to cultivate it. 
Although Tanzania has a seed testing institution, the Tanzania Official Seed 
Certification Institute (TOSCI), potato seed is currently not being tested. The Institute 
concentrates on basic grains and legumes. The TOSCI is the sole seed certification 
agency in the country that was established under the Seed Act in 2003. Tanzania has also 
introduced quality declared seed (QDS), a modified version of certifying seed, with less 
stringent inspection requirements, placing greater reliance on growers for quality control. 
There is a company known as Mtwanga Farm based in Iringa, Southern Highlands in 
Tanzania, that has shown interest to initiate certified seed potato production by means of 
improved potato varieties. They want to bring new varieties from Kenya that have been 
developed by the International Potato Centre (CIP) and/or Kenya Agricultural Research 
Institute (KARI). According to the harmonization agreement of East and Central Africa 
(which has been domesticated in Tanzania through seed legislation), once a variety is 
released in one country, it can be brought to another country to be tested for one growing 
season for verification before it can be officially released and registered.  This means 
that in Tanzania, the varieties brought from Kenya will be tested for at least one season, 
and the test results of two countries will be compared. 
The main legislation for the protection of plant breeders’ rights in Tanzania is the 
Protection of New Plant Varieties (Plant Breeders’ Rights) Act from 2002. It introduced 
for the first time in Tanzania a Plant Breeders’ Rights Registry, which is separate and 
independent from the normal Patents Registry. (Plant Breeders' Rights Registration 
Process.) Tanzanian seed legislation includes the Seed Act of 2003 and the Seed 
Regulations of 2007.  The Seed Regulations defines that there are 10 crops requiring 
compulsory seed certification, and the potato is among them. This means that before 
certified seed potato can be produced, it must be officially released and listed in the 
national variety list. 
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Getting into the variety list means passing two phases of evaluation. The first one is 
“Value for Cultivation and Use” (VCU), which means testing for variety performance in 
terms of yield and its components such as disease reaction. The second test is 
“Distinctness, Uniformity and Stability” (DUS), which serves for identifying the variety 
from existing ones. The DUS test is conducted by the Tanzania Seed Certification 
Institute (TOSCI), while the initial VCU test (the advanced yield trial) is conducted by 
individual breeders/companies and may use the facilities of existing government 
agricultural research stations. The verification test is known as the National Performance 
Trial (NPT), and it is also conducted by TOSCI. When the two criteria for the VCU/NPT 
and DUS tests have been fulfilled, a variety can be released and listed. 
So far there are no potato varieties in the national variety list, implying that all seed 
potato trade in Tanzania is unofficial and there is no certified seed available for the 
farmers. There are, however, some Tanzanian varieties bred by the Agricultural 
Research Institute in Uyole: improved potato varieties such as Kikondo, Bulongwa, 
Baraka, Sasamua, Subira, and Tana. Although improved varieties have been released, 
their adoption in many growing areas has been slow, mainly because of the lack of 
organised seed potato multiplication schemes. The quantity of improved seed potato 
currently produced is less than one percent of estimated seed requirements in the 
Southern Highlands. 
When the certified seed potato trade in the future begins, it is not expected that a large 
share of farmers would use certified seed. Interviewees said that it is mainly because of 
the higher price of certified seed compared to farm-saved seed. But even if only 10 
percent of the planted seed potatoes are certified, this alone would help the sector. One 
has to bear in mind that sometimes farmers want to use their own seed because of a lack 
of information. For example, the study of Nyangitu (1986) revealed that South Kinangop 
farmers in Kenya preferred their own seed to locally purchased seed because they saved 
on cash expenses, they had greater confidence in their own seed preparation, and the 
seed was readily available for use (Crissman, McArthur Crissman & Carli 1993, 10). 
 
5.7 Price information and formation 
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Through farmers’ groups everyone could get actual price information. Almost all 
interviewed persons stated that smallholders do not have information about the price 
level.  The  exception  was  a  government  official  who said  there  is  a  working  system of  
information distribution and farmers can easily obtain the current price level for each 
area before selling their potatoes. Then again, the information about the prices would be 
not enough, as farmers do not have bargaining power against the middlemen. 
The  Department  of  Crop  Development  in  the  MAFC is  currently  planning  a  section  of  
agricultural products marketing so that farmers could get better market information. The 
information collected would be about price levels, where the markets are, etc. In addition, 
the Ministry of Industry, Trade and Marketing is collecting annual data about the potato 
price level. 
For years, Tanzania had two markets, and Tanzania’s agricultural policies were based on 
government control of trade and production. During the 1970s and the 1980s up until 
1986, the markets of agricultural products were divided into the official government 
controlled markets and the unofficial ‘grey economy market’. The farmers could sell 
their agricultural products in the official market at a given announced price, while the 
price formation in the grey economy market was based on the interaction between 
demand and supply. Insufficient state funds to back up centralised and interventionist 
policies caused a decline in agricultural output over the years. (Country Profile of the 
United Republic of Tanzania; Crees 2000, 172; Tapio-Biström 2001, 33.) After 
liberalisation, the government did not have a way to control prices. Instead, the 
government was responsible for creating an environment where trade would be as easy 
as possible for each product. Nowadays, the price is defined by the market supply and 
demand. 
Traders determine the price, and the middlemen just add their share onto it and then go 
to the village or field to tell the price to the farmers. This implies that collusive 
behaviour does happen in the Tanzanian potato market; traders jointly set the prices. 
Farmers are price takers but the few large-scale producers are the ones with a chance to 
freely choose among buyers and even have a say on the selling price. No-one from the 
respondents claimed smallholders have the power to decide the price or that the 
government is affecting the price level on purpose. 
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The question about sufficiency of the price of potatoes for the farmer was controversial 
for the interviewees. Everybody agreed that the smallholders are the losing part in the 
value chain, but many also said that good prices is the reason they are producing 
potatoes in the first place. The study made in the Njombe district by Mussei et al. (2000) 
backs this implication; it says potatoes are the major source of income for those who are 
growing the crop. 
“Potato farmers are the richest from all farmers” (9). 
A good example from the hard evaluation of profit margins received by traders is that in 
the research of Mussei et al. (2000, 35), traders (meaning warehouse owners, 
wholesalers or whoever is organising the transport) are found to receive very low profit 
margins. This is contrary to the findings of interviews in this work and also by Kabungo 
(2008). The results of Mussei et al. is explained partly because in some cases the traders 
do not have access to market information; they take potatoes to the market and 
unexpectedly face low prices resulting in a negative profit margin. But sometimes the 
traders are getting much higher profit margins when there is a high demand for potatoes 
with high wholesale prices in the Dar es Salaam market. (Mussei et al. 2000, 31.) 
“For the traders and middlemen price [of the potato] is 
always good. As for the consumers, it depends of the quantity 
on the market” (5). 
Starting from the beginning of the chain, the production cost to produce a lumbesa sack 
of potatoes for a farmer who is using moderate amounts of fertilizer and chemicals is 
about 10 000 TZS (4.3€). According to Mussei et al. (2000, 29), the biggest share of 
production costs are from seed potatoes, about 42 percent, if farmers buy them. 
Wholesalers pay the transport and price varies depending on the time of year and method 
of transport. To transport one lumbesa sack from Mbeya to Dar es Salaam (830km) costs 
10 000–13 000 TZS (4.3–5.7€). Noteworthy is that the price of transport is usually more 
than the production cost. Unloading from the trucks in the market places cost 500 
TZS/lumbesa (0.22€). These findings are similar to Mussei et al. (2000, 31), who wrote 
that the cost of transport per lumbesa from Njombe to Dar es Salaam (710km) is the 
same or even higher than what the farmer received. Even the cost of an empty bag is 
more than 10 percent of the farm gate price. 
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Road blocks by traffic police in the bigger roads are not a problem according to most 
interviewees, though some respondents said that on occasion police officers can ask for a 
large sum to pass through. Conversely, Kabungo (2008, 65) has listed road blocks in 
general as one of the main aspects causing inefficiency in the entire production-
marketing system.  
Middlemen or traders who bring the product to big city markets (like Mabibo in Dar es 
Salaam) have to pay 1000 TZS/lumbesa (0.43€) to auctioneers, who provide the service 
of finding a buyer. This payment is called "market levy" or "auction charge". The price 
is quite low and therefore the existence of auctioneers is not adding much to the 
consumer price, but auctioneers have a sort of monopoly in the market area and they do 
not  allow  anyone  to  make  business  without  them  taking  a  share  of  the  profit.  
Wholesalers, who sell finally to the stall keepers, pay 20 000–80 000/lumbesa (8.8–35€). 
This means the highest price is four times bigger than the lowest price. 
The MAFC believes that if smallholders have the actual information about the price 
level, they can ask for that price from the middlemen who are coming to the field. This 
is contrary to the information from other interviewees. Results on the profitability of 
potatoes compared to other crops is a bit mixed, but generally was seen as a very 
profitable crop for the farmers. Sometimes interviewees described potatoes giving four 
times more profit than maize: revenue (without costs deducted) from 1 acre of potatoes 
is 1 200 000 TZS (526€), whereas revenue from 1 acre of maize is 280 000 TZS (123€).  
“Farmers use ‘try and error’-method: this season he plant 
potatoes, but in the harvest time farmer doesn’t know where 
to sell [the yield]. – – Sometimes when the yield is ready for 
harvest, price is low. But farmers can’t wait because they 
need to plant some other crop. That’s why they decide to sell 
at low price. And if they do so, next year they will not plant 
potato because they are disappointed of the price” (5). 
If a lumbesa sack weighs 120 kilograms and the average yield is 8 tonnes per hectare, 
this means the price should be about 45 000 TZS (19.7€) per sack achieving 1 200 000 
TZS (526€) per acre. If farmer needs to rent land, 1 acre (0.4 hectare) rented for one year 
is 10 000–50 000 TZS (4.3–22€), so the price is not much compared to the revenue. If a 
farmer gets the average yield of 8 tonnes per hectare and packs them into lumbesa sacks 
weighing 120 kilograms, and if the production cost is 10 000 TZS per lumbesa (4.3€), 
then the production cost per hectare is about 670 000 TZS (294€). As mentioned in 
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chapter 5.4, page 57, a respondent estimated that inputs for one hectare of potatoes cost 
about 500 000 TZS (220€). 
In some places in the Mbeya region, farmers can grow mainly potatoes and the 
cultivation of other crops can be limited. For example, wheat is difficult because it needs 
larger areas and mechanisation, but potatoes are possible to farm even in small plots 
without machines. Price fluctuation is great; the price during peak harvest time can be 
just  one  sixth  of  the  highest  price  during  the  dry  season.  For  example,  in  the  Mbeya  
region the price in January was said to be sometimes as low as 8000 TZS (3.5€) per 
lumbesa. In July-November the price can be 50 000 TZS (22€). Another interviewee 
estimated the fluctuation to be between 3000 TZS (1.3€) and 5000 TZS (2.2€) per 20-
litre bucket. In the same region, rice costs six times more, though seasonal fluctuation 
changes the ratio. With proper storage facilities the fluctuation would be obviously much 
smaller, but it is not in the foreseeable future that farmers could afford to build storage 
facilities. The main reason for huge price fluctuations is the dependency on rain for 
farming. 
Interviewees explained that potatoes are not usually the most expensive food crop, but 
during peak times it can happen. The main reason for changes in supply was said to be 
late blight. Few farmers can afford to plant in the rainy season, because they need to use 
much chemicals. That is why after the rainy season there are not so much potatoes in the 
market. Usually in the production areas, potatoes are the cheapest food crop. Rice is the 
most expensive for most of the year, though it can also be more profitable for the farmer. 
Rice and potatoes are not possible to farm in the same geographical areas, so farmers do 
not have to make choice between them. 
To  conclude,  the  long  potato  market  chain  with  many  middlemen,  the  high  cost  of  
transport and high deterioration percentage along the chain is increasing the consumer 
price. Ceteris paribus, it should be that when the produced volume is large, prices are 
low. In Tanzania now, it is different mainly because in the Mbeya region the feeder road 
network is bad, and that increases the price. The volume of supply is relatively large and 
the market has many buyers, and sellers usually have no possibilities to enter other 
markets. 
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Half of the respondents thought some consumers do not buy potatoes only because they 
are too expensive, always clarifying that they mean the peak price, which is mainly 
November and December, just in the beginning of the rainy season. With French fries, 
the price fluctuation is not even nearly as large as with fresh potatoes. Potato prices are 
considerably low in the production areas compared to big cities; a respondent estimated 
that a tin of 2–3 kilogram in Dar es Salaam can cost 15 times more than it would cost in 
Mbeya. One respondent commented in the following way the question whether 
consumers would not buy potatoes only because they are too expensive: 
“I don’t think so. In my opinion price fluctuations do not 
affect consumers, only traders and farmers. Price can 
fluctuate within a day. You may go to the market, price is high. 
Next day the price is down [again]. That is because potato is 
a perishable crop and you need to have constant supply” (3). 
When consumer price rises up to 1000 TZS per kilogram (0.44€), this is considered the 
threshold  price  for  poor  people.  For  comparison,  the  minimum price  in  Finland  can  be  
considered about the same. If a lumbesa contains 120 kilograms, the price for that would 
be 120 000 TZS (52.6€). This is 12 times more than what farmer gets at the farm gate. In 
Kariako market, Dar es Salaam, the price per kilogram in June was 800 TZS (0.35€). At 
the same time the supermarket price of imported potatoes in Dar es Salaam was 1400–
5500 TZS per kilogram (0.61–2.41€), depending on the size of tuber, purpose of 
consumption, and package. The quality in the supermarket was substantially better. 
 
5.8 Potato market value chain 
 
Porter (1985) considered the value chain as an analytical framework whose competitive 
strategies provided a tool to enable a firm to look beyond their own boundaries, to 
examine linkages with other organisations, and to identify ways of creating and 
sustaining better business performance. Porter explained that value is the amount buyers 
are willing to pay, and that effective value chains generate profits (Feller, Shunk & 
Callarman 2006, 1). Chains composed of companies (or individuals) that interact to 
supply goods and services are variously referred to as productive chains, value chains, 
filières, marketing chains, supply chains, or distribution chains (Webber & Labaste 2010, 
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9). The supply chain for producers in developing countries is as strong as the weakest 
link whether this is entrepreneurship including marketing, market performance, 
horizontal or vertical coordination in the supply chain, or combinations of these factors 
(van Tillburg 2010, 164). The market (value) chain from the farmer to the consumer is 
quite similar in neighbouring country Kenya, where farmers make business usually 
through middlemen/brokers: 
 
  
 
FIGURE 6. Illustration of potato market value chain actors in Kenya as depicted by farmers and 
traders in December 2009 (Kasina & Nderitu) 
 
The following figure is drawn based on the respondents’ opinions. 
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FIGURE 7. Illustration of the potato value chain actors and sales channels in Tanzania as 
depicted by the interviewees 
 
This figure does not take into account supermarkets or processing factories, which both 
are not common in Tanzania. The bold arrows describe the main flows of the potatoes, 
and arrows with dashes are not common flows. From the farmer, potatoes usually go to 
the middlemen. The product is then sold either at the farm gate, or on the odd occasion 
at the collection centre in the village. Usually middlemen arrive to the farm gate and buy 
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the potatoes straight from the field mainly because farmers do not have the means to 
transport the crop to the collection centre. That scheme (farmers selling directly to 
buyers at their homes and/or farms) is second from the four different environments 
where farmers can sell their products as depicted in chapter 4.2, page 46. This usually 
leads to the lowest possible income for the farmer. According to Mussei et al. (2000, 27), 
92 percent of the farmers in the Njombe district sold their potatoes from the field to the 
middlemen (traders). 
“In Mbeya, in harvest time farmer goes to the village and ask 
middleman how much he can pay. Middleman asks how many 
sacks you are expecting to harvest. Then the middleman 
comes with his own potato sacks and buys the product. The 
sacks can fit 16–20 kilograms and in the field they don’t use 
scales so the farmer is losing (as he or she does not know how 
many kilograms he or she is selling precisely). One bag in the 
field can be divided into one and half in the market place” (5). 
Because most farmers have only small plots of land, middlemen must often visit several 
farms in order to fill their vehicles. Wishing to minimise the time needed to gather a full 
load, middlemen are reluctant to venture into zones without assured supplies. Sometimes 
middlemen even organise harvesting help and naturally the price becomes lower. 
Interviewees described that sometimes farmers themselves are not even allowed to 
harvest because middlemen are not ready to wait for that. In this case, the quality of the 
harvesting work can be bad and part of the yield remains in the ground. Workers hired 
by middlemen can also select and sort the potatoes on the spot, and the farmer is left 
with tubers nobody wants to buy. Occasionally farmers can use the leftovers as seeds for 
the next planting season. 
Travelling traders are the most versatile in the chain. They can be from Tanzania or from 
neighbouring countries and they can sell to almost any level. They can sell to 
warehouses, other middlemen, district/local market stalls and auctioneers/wholesalers in 
big market places. Many times travelling traders are from neighbouring countries, so 
they are exporting potatoes to their home country. In the above portrayed figure, 
"travelling traders" means only foreign buyers. 
The second possibility is that farmers transport the potatoes straight to the wholesaler, to 
persons selling products in the market (stall keeper), or to people who are selling 
potatoes by the road. This can happen in some small villages; for example, if the fields 
 73 
 
are close to the main road, farmers can bring the potatoes on the stand where they are 
sold by another person, usually a woman. The product is often displayed in buckets and 
sold in plastic bags to the end consumer. 
 
FIGURE 8. Women with their children selling potatoes by the road in the production area 
The  third  method  is  what  NGOs  are  encouraging  farmers  to  do;  form  groups,  practice  
collective marketing, organise transport, and sell straight to the big market places, 
primarily in big cities. The value chain upgrading idea is to assist farmers to integrate, 
and shorten the potato chain. This practice would require market information and in the 
present situation it is not working, but the revenue for farmers is the largest in this 
scheme. Other crops like coffee are sold through farmers’ groups straight to the 
auctioneers in the big cities. The main obstacles preventing potato farmers from selling 
the product themselves are getting transport, and being cheated in the bigger markets, 
which is why NGOs do not encourage farmers to go there themselves without groups.  
Warehouses also receive very small amounts, so the fourth option is that farmers can 
bring their potatoes straight to the warehouse if they have proper transport. The fifth 
possibility is that smallholders can sell to other – usually large-scale – farmers. There are 
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few so-called advanced farmers who can organise transport for their own crop as well as 
for other farmers’ crops, but this is not common. The sixth option is in the case that 
retailers or wholesalers have good connections to production areas, and can buy straight 
from the farmers and shorten the market chain this way. 
There is not much competition among the farmers; everyone has a highly similar product 
and have low marketing efforts. Accessibility of the buyers/middlemen was not seen as a 
problem for the farmers; as explained earlier the middlemen usually come all the way to 
the field for transactions. According to interviewees, there is not much competition 
among buyers or among the middlemen that buyers are hiring. This means farmers 
usually  do  not  hesitate  when  someone  offers  to  buy  their  product;  it  is  unlikely  they  
would get better prices from other buyers when asking around about the price level. 
On the  other  hand,  middlemen were  said  to  often  use  price  discrimination  so  the  same 
amount of the same product is  offered at  different prices even in the same village.  One 
possible solution for this problem is the establishment of a marketing centre, more about 
it in the conclusion, chapter 6.2, page 94. In other words, the middlemen never suffer 
from price fluctuations except that total volume of purchases can go down, but farmers 
and consumers take the burden of the lower price level. 
Farmers do not grade the potatoes; it is done by middlemen, wholesalers, or sellers (stall 
keepers). But if the farmers would have the techniques to grade the potatoes by size this 
in part would likely affect their income level positively. There is no differentiation in 
terms of quality, packing, use in the kitchen, etc. Categorising potatoes happens in terms 
of size, colour, shape, and if possible, variety. Many times varieties are already mixed in 
the field so there is no use to sort the yield by variety. Some farmers do not understand 
the concept of variety so they are speaking about the colours. In Tanzania, that is 
considered as differentiation. On the whole, farmers do not have much means to affect 
the price or other conditions regarding trade. 
Farmers’ possibilities and overall need for differentiation was controversial among 
respondents; many commented that the market is not ready for that, but on the other 
hand it  was seen as a good way to improve revenue. Some commented that not mixing 
varieties would already be considered as differentiation by farmers, while others said 
that growing different varieties is differentiation. Generally, farmers do not know the 
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quality requirements well enough. Cooperatives were seen as a useful way to increase 
information. 
Roadside market stalls are selling to end consumers. This happens only in the production 
areas.  Progressive farmers can transport the potatoes (this can also include crops bought 
from other farmers) to district warehouses or market places in large cities. The 
prerequisite is that the progressive farmer has his/her own transport or he/she is able to 
rent one. Many interviewees pointed out that the poor rural road network is the main 
problem  for  the  development  of  the  potato  sector.  Of  the  infrastructural  issues,  it  was  
clearly the most problematic according to respondents. It is definitely a big issue for the 
market, especially smaller feeder roads where middlemen drive before bringing the yield 
to collection centres and district warehouses. Also, private sector investments are 
lagging behind in remote areas where there are no roads. A poor road network has many 
consequences: 
“Traders (middlemen) are saying they are paying low price 
for farmers because they need to invest for good machines 
which can operate in the rural areas” (3). 
According to Temba (2011), Professor Faustine Bee sees that the lack of storing 
facilities leads to supply usually exceeding demand in the immediate post-harvest period, 
which has a tendency to lower producer prices. During the remaining period of the year, 
processors,  traders  and  consumers  have  to  buy  the  product  at  higher  prices  as  it  is  in  
short supply. Many traders and producers do not practice stockholding due to a lack of 
storage structures, price uncertainty, and demand for immediate cash. As a result, crops 
are stored in temporary open-air sheds where they are vulnerable to rain, insects, and 
rodents. (Temba 2011.) 
Through the middlemen, potatoes typically end at district warehouses which are owned 
by an individual trader or a group of businessmen. Warehouse owners are the ones who 
decide the local price; In bigger cities, it is defined by the price level. Middlemen just 
add their share onto it when they are buying the potatoes from farmers. Middlemen are 
usually younger people who do not necessarily have a secure flow of income, and 
sometimes they even do not have money for vehicles. In that case, the warehouses are 
paying the transport, and that is why middlemen can basically be employees of the 
warehouse owners. It is possible that middlemen can take the potatoes straight to 
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warehouses in the border zone for exporting. Mbeya is one of the regions located at a 
great distance from the main market, Dar es Salaam (830km), but lucrative markets 
across the borders are nearby. The Agricultural  and Livestock Policy of 1997 mentions 
neighbouring countries as a target of the policy initiatives. 
Up until the potatoes arrive at district warehouses, only local measurements are used, 
usually lumbesa. Typically, kilograms are not used in any point of the market chain, and 
potatoes are divided into smaller packages like buckets or plastic bags before selling to 
the consumer. Through district warehouses, potatoes can be sold to market places in the 
same area using small vehicles like pick-up trucks, bicycles, or carts. Noteworthy is that 
at this point potatoes are still in the same lumbesa sacks where they were put after 
harvest, and the risk for deterioration increases in warm warehouses, which are almost 
always  without  ventilation.  Sacks  stay  in  the  warehouses  from  one  day  to  up  to  two  
weeks, and they can be repacked, but potatoes are usually not sorted according to quality. 
People who keep the market stalls in big villages and smaller cities usually buy the 
potatoes from the district warehouses, which are situated near the market places. The 
supply of potatoes to these places is constant; for example, Mbeya City receives potatoes 
from its 8 districts at different times of the year. From district warehouses, potatoes can 
also be sent to the border zone for exporting but usually they are transported to big cities. 
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FIGURE 9. A truck with lumbesas waiting for unloading in Mabibo market, Dar es Salaam  
Potatoes arrive in the big cities by trucks, which are loaded with lumbesa sacks. There 
are only few big market places where trucks can unload; Dar es Salaam has three of 
them. All of the trade in those market places go through auctioneers (sometimes called 
retailers or wholesalers) whose job is to look for retailers for the product. Auctioneers 
usually control the trade and it is impossible to bypass them. Market places have various 
crops, not only potatoes, but some places are specialised mainly for one crop. Some of 
the sacks are unloaded into smaller vehicles and carried to smaller market places, and 
the rest of the sacks stay in the same market and are sold to stall keepers. For the 
consumers, potatoes are sold mostly in tins which hold 2–3 kilograms, depending on the 
size of tubers. Consumers can buy bigger amounts in 20 litre buckets. Stall keepers can 
earn extra money for peeling the potatoes in the market place and selling them to street 
vendors who make French fries. 
Development economics literature often mentions the lack of standards as one of the 
errors in market information systems. Eskola (2005) wrote a case study about 
agricultural marketing and supply chain management in Tanzania. Eskola (2005, 24) and 
Kabungo (2008, 40) both found the lack of standardised measurements as one of the 
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main constraints of trade in Tanzania. The question of extended lumbesa sacks is the 
most palpable example of the lack of standards in the Tanzanian potato business. 
Almost all interviewees mentioned the lack of unified standards as one of the main 
problems in the farming and trade of potatoes. Having a standard measure would be a 
big improvement for farmers’ competitiveness. The use of lumbesa has been prohibited 
by the authorities but the situation remains unsolved because supervision is at the village 
level. In the potato producing areas, there are road checkpoints as well as bylaws stating 
buyers’ prohibition for using lumbesa. 
The Tanzania Bureau of Standards hopes that use of standardised, 100-kilogram bags 
would become more common for packing the potatoes. In addition, TBS is mandated to 
monitor  that  potatoes  fulfil  the  quality  requirements  of  the  market  demand,  but  at  the  
moment  it  is  a  law  that  is  no  longer  enforced  but  has  not  been  formally  repealed.  
According to the interviewees, some village leaders have understood that their job is to 
supervise trade in the village, and because of pressure from NGOs, and farmers, they no 
longer accept lumbesa as measurement in their area. 
There is not much vertical coordination among the actors in the different levels. In 
Tanzania, production contracts are common with traditional cash crops that are not 
easily perishable. The perishable nature of potatoes was seen as the biggest reason 
production contracts would not work, and why vertical coordination is not increasing in 
the potato sector. Some interviewees expressed that contracting could be possible but it 
would need a cold-store chain. The electricity supply is not reliable for having cold 
rooms. Buyers would not like to bind themselves to buying the crop when it is ready for 
harvesting, unless they could be sure there is a market for the potatoes. 
One interviewee opined that a production contract (and through this a more secure 
market) would not make the revenue from potatoes less important for the farmer. Other 
points that emerged in the interviews were that production contracts would encourage 
farmers to grow bigger areas, and that contracts should be tightly supervised by the 
authorities to prevent farmers from being swindled. In general, it seems the potato chain 
would  have  to  be  more  developed  before  the  members  of  the  chain  could  benefit  from 
production contracts. 
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5.9 Government policies 
 
Policy is playing a big role in the structure of the industry, especially in agriculture. 
Government policies are mainly taxation and subsidies. Subsidies can directly affect the 
profitability of production, but they do also affect structural and production policies. 
(Isotalo 1997, 64.) Yet subsidies to agriculture – a common practice in developed 
countries – are rarely seen as an instrument in the developing world (Wang n.d., 16). 
According to van Trijp & Ingenbleek (2010, 21), Poole and De Frece (2010) articulate: 
“From the history of state and market failure in the last couple of decades, we can say 
with some confidence that often it is small-scale institutional innovations and 
investments in local market structure and conduct and a range of other non-price factors, 
that are likely to stimulate the participation of poorer smallholders in markets, 
particularly those for staple foods”. 
The government does not affect much in potato production or the function of the value 
chain. Based on the interviews, there are no straight policy measures or institutional 
barriers that are hindering the conditions of smallholders or other actors in the chain. 
However, there are no factors enhancing the development of the potato sector, either. 
There  is  no  distinct  potato  policy,  and  government  policy  gives  priority  to  maize  and  
other staple foods. Also, cash crops are ahead of potatoes on the priority list. The 
division of crops to cash and food was made in the early 1960’s; contemporary 
agricultural policy still has the old standpoint. That is why government attention is 
minimal for those crops that do not officially belong to either group. The crops enjoying 
government preference do often have their own boards and research centres. As Prakash 
(2010, 23) concludes; agricultural policies and resources have traditionally focused on 
cash crops and on cereals, and this imbalance should be corrected. 
“Government doesn’t see the potato farmers as part of 
farming which is contributing to the economy of the country. 
NGO’s and other organisations are trying to show that potato 
production is contributing to the economy. Because there is 
no exact data of exported amounts or number of potato 
farmers, on paper potato has smaller meaning than in reality” 
(4). 
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“Even if asking the government, they would say supply and 
demand will steer themselves and there is no need to do 
anything” (7). 
Government intervention is part of the SCP-paradigm that can be seen from figure 3 by 
Scherer and Caswell. Some respondents thought the role of government should increase 
in the potato sector, meaning only the funding should increase. Data from the interviews 
show that government intervention is desired, especially in improving the road network. 
All of the interviewees mentioned that roads are the most important development target 
for the government as well as a principal concern in infrastructural issues. Other sectors 
government should concentrate on, based on the interviews, are markets, exporting, and 
improved research and extension services. Some interviewees hoped the government 
would organise the market chain better so that farmers could get their products to the 
consumers easier, but no-one could explain how to do it exactly. Also, state-funded cold 
rooms were mentioned occasionally. Overall, respondents could not think of any way of 
using taxation or other straight government policies to affect the industry’s 
competitiveness. 
Furthermore, it is essential to acknowledge that sometimes duties of different ministries 
are linked so that ignorance from one ministry affects the operational environment of 
another ministry. Tollens (2010) points out that many papers are published showing that 
food markets in developing countries have high costs, with a lack of physical 
infrastructure, high losses and wastage, poor regulation, manipulation by cartels or 
informal power brokers, a lack of adequate marketing information, a lack of economies 
of scale, and a lack of market integration. But such food markets, including wholesale 
markets, are usually under the responsibility of cities or the Ministry of Commerce, not 
the Ministry of Agriculture. Hence, the Ministry of Agriculture will not invest in them. 
(Tollens 2010, 25.) 
 
5.9.1 Land ownership 
 
The government owns all land in Tanzania. Citizens only apply for a lease from the 
office  of  land  registry  and  they  get  a  Certificates  of  Right  of  Occupancy,  which  gives  
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them the right to the land for a maximum of 99 years. The lease can be revoked if they 
do not do something productive with the land within the first 3 years of the lease. (Land 
Act 1999.) In the rural areas/villages, land can be passed down to the children and 
grandchildren through inheritance. Many studies suggest the need for land reform and 
the benefits of privately owned land is underscored in many books discussing land 
tenure, like Lowe 1986, 115; Manji 2001 and Shivji 1998. Lowe writes that 
unfortunately governments in many countries have been restraining the evolution of land 
tenure, instead of encouraging it. 
However, in the interviews, land ownership was not seen as a problem, even if farmers 
cannot own land. The message from the interviews was that the land ownership issue 
does not affect farmers’ everyday life at all and it is not creating mistrust about the 
future. Farmers do not have to pay rent to the government. 
”The issue is how to develop the laws especially nowadays 
when there is lot of rural-urban migration of the youth who 
have the energy to farm (11). 
Chirimi (2011) calls for the importance of land reform claiming that today only about 10 
percent of the land is surveyed. This means most farmers/peasants are farming on land 
that they do not own legally – that is, they have no registered interest in it. The value of 
a piece of land that acquires a title multiplies about ten times overnight. (Chirimi 2011.) 
One interviewee mentioned that farmers usually cannot pay for the land survey, but 
recently, the local government has started to do it free of charge. Chirimi estimates that 
if a million titles for an average of 5 hectare plots were issued, the asset value of the 
country  would  grow  by  a  billion  dollars  overnight.  But  more  importantly,  registration  
gives the land an identity as a recognised asset, thus enabling the registered proprietors 
of these pieces to enter into contracts, including securing loans. Securing institutional 
finance is the only way most farmers can move on to the next step. (Chirimi 2011.) Also, 
the respondents saw the farmers’ inability to use the land as collateral as a fundamental 
issue with land ownership. 
The records of land ownership are imperfect because most land occupied under 
customary laws and the Ujamaa Vijiji experiment is not recorded or registered. 
Furthermore, due to a slow process in the preparation of Certificates of Right of 
Occupancy, many areas remain unregistered, and double allocations have occurred. 
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(National Land Policy 1997.) Knight (2010) is criticising Tanzania's Land Act 1999, 
which makes the village both the primary land-holding unit and the centre of local land 
administration, management, record-keeping, and land dispute resolution. It also makes 
customarily held land rights equal to formally granted land rights, and explicitly protects 
the  land  rights  of  vulnerable  groups.  In  doing  so,  it  creates  a  hybrid  of  customary  and  
codified law, allowing the village to dictate how things are done but holding it to strictly 
defined legal mandates. (Knight 2010.) 
 
5.9.2 Taxation 
 
The effect of taxation on the farmers was divisive. Some interviewees claimed that 
because of the taxes/fees paid when crossing the district borders, farmers have decided 
that selling the product to middlemen at the farm gate is easier than organising transport 
with a group of other farmers and taking the potatoes to another district where there 
could  be  higher  demand for  them.  Others  said  the  district  border  fee  does  not  have  an  
effect on farmers’ decisions. 
Middlemen pay a levy called cess, about 800–1000 TZS/lumbesa (0.35–0.44€) to the 
district council to carry the potatoes out of the village. Cess is a type of a tax or levy that 
is a local taxation similar to a contribution to the village. Money is used for cleaning, 
security, stationary, and so forth. Cess is paid per bag, and that is another reason 
middlemen want to use lumbesa; that way, they need to pay less per kilogram. 
Interviewees estimated that the cess is about 1000 TZS per lumbesa, which is 6.25–10 
TZS (0.0027–0.0044€) per kilogram depending of the actual size of the bag. If farmers 
get only 10 000/lumbesa (4.4€), the district council cess would be 10 percent of the farm 
gate price. In case farmers wish to carry potatoes out of the village, they also need to pay 
the cess. However, the cess is paid only from larger amounts, taking one or two buckets 
out from the village does not necessitate the payment of the cess. 
Wholesalers pay about 200 TZS/lumbesa (0.09€) tax to the government (municipality 
tax). Price varies according to the market, and that is the only tax the government is 
collecting. Retailers/stall keepers who sell the product to the end consumer pay about 
500 TZS/lumbesa (0.22€) to market management, whose responsibility is the 
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infrastructure of the market area. As described earlier, the market levy/auction charge is 
usually 1000 TZS/lumbesa (0.44€). If the farm gate price is 10 000 TZS (4.4€), it would 
mean only the auction fee is 10 percent of the price the farmer receives. According to 
Mussei et al. (2000, 30) the district council levy (cess) was 4 percent of the price the 
farmer was receiving, and the market levy/auction charge in Dar es Salaam was just 0.3 
percent of the farm gate price. 
 
5.9.3 Extension/education efforts 
 
A study by Bagachwa et al. (1996, 117–118) calls out the poor agricultural extension 
with underfunding and weak links to research. Only 6 percent of all farmers contacted in 
the study were aware of extension officers’ visit schedules. Therefore it was not 
surprising that when asked, “Do you think current information services and education 
are enough?” each of the respondents answered no. Their comments insisted more 
extension  staff  –  especially  those  who  are  specialised  for  potato  farming  –  and  
government efforts to encourage other stakeholders/partners to get involved in providing 
services for farmers. Additionally, more courses and study tours were demanded. 
Another improvement suggestion in the research was enhanced participation of farmers 
in agricultural shows that should be closer to the smallholder than is the case currently.  
Use of local radio stations for information dissemination needs to be initiated and 
promoted. Sometimes smallholders are not aware even about basic farming practices:  
“They keep farming in the same plot year after year, and soil 
gets exhausted and diseased. It is possible farmers do not 
renovate the seed material in many years. That is mainly 
because lack of information and knowledge” (12). 
Presently in some parts of the country, there is a system wherein a volunteering farmer 
goes to the school where extension officers are trained, staying a few days or even weeks. 
Usually NGOs are paying for the training of the farmers. Then the farmer goes back to 
their village and shares the information with the other farmers. In addition to gained 
information, farmers who are attending the study period receive rubber boots and 
professional equipment because they are considered trainees in the villages. 
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5.9.4 National Potato Programme 
 
Government officials and other stakeholders have become aware that each crop should 
have an improvement strategy. As the new 2011 agricultural policy will not have crop 
specific  programs,  National  Potato  Programme  will  partly  fill  that  gap.  NPP  is  
administered in research stations, and is currently (halfway through 2011) in the 
planning phase with policy issues already decided. 
The objective is to “increase the productivity and commercialisation of potatoes through 
the adoption of sustainable production technologies developed in the partnerships 
between national and international research institutions and farmers”. Expected results 
are: 
1. Principal constraints to potato productivity and yield stability are overcome 
2. Methodologies for more efficient transfer of improved potato technology to farmers 
are developed 
3. Research capacity and effectiveness of the National Potato Programme is enhanced 
4. Sustainability between the national and international networks on potato research is 
increased 
5. Local market potential of potatoes is exploited 
 
5.10 Marketing 
 
One  of  the  aims  in  Tanzanian  agricultural  policy  has  been  the  commercialisation  of  
smallholder production, which involves a shift from subsistence production to 
production for the market. Much hope is generally put on the process for achieving 
higher agricultural productivity, higher incomes, reduction of poverty, and improving 
food security. (Sokoni 2007, 2.) 
According to the FAO publication, agricultural marketing in Tanzania has been 
constrained by such problems as:  
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• inadequate access to markets 
• insufficient market information 
• limited access to finance 
• lack of capacity in agricultural marketing institutions 
• lack of entrepreneurial skills 
• nonexistence of product standards 
• high transaction costs 
• poor coordination and integration of marketing channels 
• policy uncertainties 
(Economic and Social Research Foundation) 
Nowadays, small-scale agricultural producers are more and more integrated into the 
economy with less bartering, but opinions differ on the extent of the commercialisation 
of smallholders in Tanzania. Some literature identifies smallholder production in 
Tanzania to be subsistence, and calls for its transformation towards market-based 
production. Some authors have even suggested that the peasant producers are resisting 
integration into the market economy. (Sokoni 2007, 3.) 
The need for commercialisation has been noticed as well by FAO. “Improvement of 
marketing linkages for both farm produce and inputs necessitates a strong private sector 
backed up by appropriate policy and legislative frameworks and effective government 
support services. Such services can include provision of market infrastructure, supply of 
market information, and agricultural extension services able to advise farmers on 
marketing. Training in marketing at all levels is also needed; from farmer groups to post-
graduate students at universities.” (FAO: Rural Infrastructure and Agro-Industries 
Division.) 
According to Mussei et  al.  (2000, 27) almost all  farmers reported that marketing was a 
problem, stating low and unstable prices in addition to an unreliable market. A major 
source of market information was other farmers, and also Radio Tanzania was 
announcing the agricultural product prices weekly. Interviews indicate that farmers need 
to be more commercial in order to survive in a free and open market economy. Yet, the 
structure of the market chain and high demand allowed farmers to be inactive: 
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“I’ve never heard farmers are complaining that they fail to 
sell their product. Potatoes have high demand in Tanzania” 
(3). 
Usually farmers just wait for buyers with harvest-ready product, as mentioned in chapter 
5.8, page 72. This leads to a situation in which farmers do not necessarily have 
knowledge about the price level and buyers can offer different prices for the same 
amount and product even in the same village. The interviewees did not expect farmers to 
increase their marketing efforts themselves; this could better happen through farmers’ 
groups, marketing centres, or similar organisations. 
According to interviewees, there are positive examples of these so-called marketing 
centres (sometimes called market centres) for potatoes at the village level. Marketing 
centres are places where farmers can bring their products to be scaled and farmers get a 
proper price for their crop. Buyers could come to marketing centres, register themselves, 
and say how much they want to buy. Then the marketing centres would go to the farmers 
and say how much is needed to harvest that day, and maybe which variety, skin colour, 
size, etc. In that sense, marketing centres would work as negotiating centres as well. 
Marketing centres should have good connections to other stakeholders so they can 
collect market information from different sources. Most villages have a local 
government where the department of agriculture and economics belongs. Interviewees 
believed that the department could make the change happen. 
In order to have a functioning marketing centre, farmers would need assistance to 
transport the potatoes there. Usually farmers do not have any means of transport. 
Farmers would need to organise the transport themselves, jointly in a group, or 
marketing centres should have a service for that. Then after selling the product, the 
marketing centre would just automatically deduct the price of transport before payment. 
One of the policy statements of the Agricultural and Livestock Policy of 1997 is that the 
government shall encourage the establishment of sub-staple crops, and in collaboration 
with the private sector, establish marketing conduct for the community group. For other 
crops like maize and pyrethrum, marketing centres are typical and they are working 
properly according to the interviewees. The experience gained from those areas – 
whether they are in Tanzania or abroad – should be collected and disseminated to other 
areas. 
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Interviewees claimed that sometimes when marketing centres have been established, 
farmers have been reluctant to bring their products there, saying the centres are too far. 
Farmers have been asking why they should go to the centres when the buyers 
(middlemen) go directly to the farm. The central government has no power to control 
marketing centres directly; they need to operate through the local government. 
 
5.11 Summary of the SCP in Tanzanian potato industry 
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CHART 2. Structure, conduct, and performance of the Tanzanian potato industry 
Basic conditions 
 
 
Supply 
Raw materials No quality seed potato available; fertilizers, 
chemicals and land are available easily 
Technology Very low tech; hand hoes, etc. 
Unionisation No 
Product durability Short, no possibilities for inventory 
Time pattern of production 3–6 months 
Value/weight The  price  of  potatoes  per  kilogram  is  average  
compared to substitutive products, depends on the 
time of year 
Business attitudes Potatoes are seen as a profitable crop to produce 
Public policies No special potato policy 
 
Demand 
 
Price elasticity Relatively high; farmers produce different crops if 
potatoes are not profitable, and consumers buy 
substitutive staple foods if they think potatoes are 
too expensive 
Substitutes For  certain  uses  (like  French  fries),  there  are  no  
substitutes, but there are several available 
substitutive products in other staple foods 
Rate of growth Demand is expected to grow. Variability of 
demand greatly depends on the price and 
availability. 
Cyclical and seasonal character Big seasonal differences concerning price, 
availability, and also quality 
Purchase method Middlemen set the price for farmers; not much 
negotiating. Consumers usually accept list prices 
as given. 
Marketing type                                        Not much marketing activities 
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Public Policy 
 
Taxes and subsidies No special taxes or subsidies for potatoes 
International trade rules No laws or rules hindering the trade 
Regulation Minimal 
Price controls No 
Antitrust No need for antitrust regulation as there is no 
monopoly  
Investment incentives                Almost none 
     
 
Structure (determining the industry as competitive, monopolistic, monopolistically competitive, 
or oligopolistic) 
 
Basic structure    Many characteristics of a competitive market, but                        
i                                                               information asymmetry is a deprivation 
Number of buyers and sellers  Many 
Concentration ratio of buyers                 Low 
(middlemen)   
Concentration ratio of sellers  Very low 
Level of diversification   Low 
Product differentiation   Low 
Barriers to entry and exit  Low. Farmers do not need to buy expensive                  
m                                                             machines to start production. Middlemen possibly 
n                                                              need to buy a vehicle for transportation, but it can 
b                                                              be used also for other purposes. 
Scale economics   Possible advantages for large-scale farming 
Vertical coordination   Very low 
Existence of conglomerates  No 
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Conduct (output decisions and pricing behaviour) 
 
Advertising     Low or not at all 
Investment strategies    Not much investments by farmers or middlemen 
Pricing behaviour Farmers cannot set prices, vendors at market place 
do not have much leeway either 
Product strategy and advertising Minor attention 
Research and innovation Government funded research centres, marketing 
chain does not get much attention 
Investment in production facilities Low, smallholders do not have funds nor are 
willing to invest much  
Legal tactics Not important 
 
Performance (efficiency and profitability) 
 
Production and allocative efficiency Because of transport problems, production is not 
always responsive to consumer demands 
Progress At the moment producers are not progressive. 
Output per unit of input is low. 
Full employment Human resources are not employed fully, because 
the product is seasonal 
Equity Not enough data to evaluate the distribution of 
income 
 
5.12 Discussion based on the results  
 
Some of the questions were probably leading. For example, the questions “Do you think 
current information services and education are enough?” is quite obviously leading to 
the answer “no”, and “Would you agree that potatoes are one of the most important 
crops for the future of Tanzanian agriculture and people’s diet?” would be easy to 
predict that the answer will be “yes”. This was indeed how all the interviewees answered 
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to the above-mentioned questions. Furthermore, when interviewing people working with 
potatoes, it was quite evident that they favour potatoes as a crop and will agree with 
questions like “Is there a need to increase the total production of potatoes?” 
The background and job description were shown from the answers, e.g. “What from the 
following are the biggest problems in potato farming”; the answers varied depending of 
the experience gained through work. Researchers underlined the importance of better 
research facilities, and so on. Some questions were not explicitly written, so there was 
the possibility they were misunderstood. This was not a major problem because most of 
the interviews were made face to face and the real meaning of the question was possible 
to explain. However, two interviewees answered by written form and some questions 
were answered from a different point of view than what was originally intended. 
Due to time limitations, it was not possible to go through all of the questions with all of 
the interviewees, so only the most relevant questions were to be chosen according to the 
professional orientation of the person being interviewed. Sometimes the interview had to 
be stopped because the interviewee did not have more time. In this respect, the set of 
questions may have been too comprehensive and long. For example, Koskinen et al. 
(2005, 109) advise that 5–12 questions should be a sufficient amount in managerial 
economics research. 
Few questions were interdependent, and that is why answering them could have been 
difficult.  For  example,  in  the  question  “From  the  following,  what  are  the  biggest  
problems in potato farming? Please choose up to three answers”, the choice of answers 
depend on each other. If a farmer has no access to rural credit, it means he/she has weak 
possibilities  to  build  irrigation  systems  or  buy  quality  seeds.  Furthermore,  one  of  the  
choices was “road network” and there was no choice for “infrastructure in general”. 
The interviewees were possibly a homogenous group; many of them were researchers. 
When  organising  the  interviews,  the  difficulty  was  to  get  in  touch  with  policy  makers  
and other officials. Furthermore, the fact that the biases and attitudes of the respondents 
are affecting the generalisations of the research was hard to prevent. This thesis perhaps 
serves as a review and update of the current potato environment of Tanzania, rather than 
a thorough policy analysis or value/marketing chain research. 
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6 CONCLUSIONS AND POLICY IMPLICATIONS 
 
Tanzania has great potential for potato production. The climate is suitable in the 
highlands and land resource is abundant. Furthermore, the nutritional value of potatoes is 
indisputable; it ensures high energy output per hectare (FAO Food and nutrition papers, 
1990). Kabungo (2008, 64) comes to the conclusion that potato production and 
marketing is a profitable enterprise in Tanzania. 
Throughout the interviews, the message was that government interest is very much 
needed in order to improve the value chain. The respondents’ message was clear: the 
future of the crop depends on the agricultural policy. Generally, respondents expected 
the new Agricultural Policy to be better structured and breaking the old cash/food crop 
differentiation; nowadays, farmers are even producing the traditional food crop maize 
for  money.  Based  on  the  interviews,  the  government  does  not  affect  much  in  potato  
production or the function of the value chain.  There are no straight policy measures or 
institutional barriers that  are hindering the conditions of smallholders or other actors in 
the chain. However, there are no factors enhancing the development of the potato sector 
either. 
The importance of seed quality, investments, and access to credit were underscored 
throughout the interviews. The experience gained from the interviews reaffirms the 
significance of seed quality, which is most likely the biggest challenge on the production 
side. From the investment side, the critical questions are who is investing where, and 
how to create an optimistic atmosphere for the whole industry that would induce 
investors. It is not clear whether the government should also invest or if the government 
should limit its role to only policy issues. Land ownership is not a hindering factor as 
reported by the respondents. However, development studies and the literature mention 
that farmers’ limitation for owning land is an obstacle towards the development of the 
agricultural sector. 
As for infrastructure concerns, the road network is seen as the most crucial. Respondents 
hope the government will invest in the road network to a greater extent. Small feeder 
roads especially need building and maintenance. Building irrigation systems is also 
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essential, particularly in efforts to increase the average yield, but it would also improve 
the quality of the yield. Difficult access to credit holds back all of the investment and 
improvement  plans  a  farmer  may  have.  It  is  essential  that  smallholders  can  get  loans,  
even if the amounts are small. In that way, farmers could buy production inputs and 
increase their yield. Cooperation at all levels is important. At the moment, it seems like 
different actors are not talking together enough, and information is lost somewhere along 
the way. 
 
6.1 Potato board 
 
The potato market does not have its own board, but one should be established. All 
marketing activities could be organised better if there were a potato board. The board 
could undertake most of the activities belonging now to the BET with more specified 
and professional manner. A potato board could make standards, licenses, and regulations 
concerning the potato industry in cooperation with MAFC. 
The board could also be responsible for the potato trade information centre, which 
collects all of the data for foreign trade, and publishes and distributes analysed data into 
the business community. Currently, farmers acting close to the border area are often 
misconceived as smugglers, and that is why farmers sell their products to unregistered 
middlemen, who can arrange unofficial trade with buyers abroad. Furthermore, it could 
help in creating legal, registered potato exporting companies, which is important since 
farmers sell most of their crop. Collective marketing would be one of the core tasks of 
the  board.  The  board  could  also  help  to  make  farmers  creditworthy,  and  the  SACCOs  
and the banks could therefore give loans to farmers more comfortably. 
A lack of knowledge about farming and marketing practices were mentioned many times 
during interviews. The potato board could possibly start cooperating with extension 
officers and other stakeholders by promoting good farming methods and giving clearly 
written, detailed information, taking in account local differences. The education would 
be explicitly designed for potato farmers. A key issue is that information would be easily 
accessed by all potato farmers as well as by those who are planning to start farming. If 
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the potato board were to be established, it would make the need for farmers’ groups less 
significant, as there would be an organisation enhancing farmers’ bargaining power. 
 
6.2 Marketing centres 
 
Marketing centres would alleviate some problems caused by information asymmetry. 
The people interviewed stressed the fact that they cannot function without the village 
leaders' and government authorities’ participation. If farmers themselves should show 
initiative and establish a marketing centre, middlemen could use the leverage they have 
to  get  rid  of  the  centres.  But  if  marketing  centres  are  absolutely  the  only  place  to  buy  
potatoes – meaning that direct selling at the farm gate is prohibited – middlemen would 
have no other choice. Another case is if the farmers accept that kind of restriction for 
selling the potatoes. The perishability of potatoes without cold rooms probably sets some 
limits in to what extent the marketing centres can be used. The question of marketing 
centres is tightly linked to the establishment of farmers’ groups: both are reinforcing 
each other, and both have many similar characteristics and objectives. If the 
establishment of potato marketing centres could not be possible or reasonable, farmers 
should have some channel to obtain market information. Mobile technology could 
provide solutions; for example SMS version of Google Trader brings together buyers 
and  sellers  of  products  in  a  ‘marketplace’  using  their  mobile  phones.  It  is  worth  
mentioning that marketing centres would possibly only alleviate the farmers’ 
circumstances, without improving the whole market chain. 
 
6.3 Restrictions and limitations of the research 
 
This research was based mainly on qualitative data; more precisely, interviews. The 
reason for not using quantitative, statistical data (for example, regression analysis), is 
that such data does not exist or at least it is not reliable. Andersson (1996, 85) explains 
the reasons for it. Firstly, the area under the potatoes is hard to estimate, plots are small 
and scattered, or even mixed with other crops like maize. Secondly, the yields per 
hectare can differ greatly because different cultivation practices, fertilizer and chemical 
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use, and a possibility of several harvests per year. 
Thirdly, estimating produced and marketed output is very problematic because there are 
no official marketing channels that would follow the trade in Tanzania. Trade is in small 
quantities, local and unofficial. The last explanation is that output for subsistence 
purposes is hard to estimate since the importance of the crop in local diets varies greatly. 
The industrial organisations’ SCP-paradigm was more of a guiding frame, although it 
did have a lot of applications. It is, for example, nearly impossible to find out the 
structure of the Tanzanian potato business using the SCP-paradigm, as there are no 
relevant statistics available. Furthermore, interviews of buyers and traders can give 
misleading information because answers are not always reliable due to protective 
behaviour. In her thesis, Kabungo (2008, 27) found out that traders were reluctant to 
give data on income generated from their trading activities. 
According to Eskola (1981, 77–78), factors causing errors in the research can be divided 
into two parts: 1) those that decrease the reliability and validity 2) those that decrease 
only validity. The first group comprises, for example, the mood of the interviewee, the 
location where the interview takes place, or misunderstandings. The second group 
includes systematically varying, but still unessential factors affecting the results. 
Validity can be affected mostly by systematic factors; for example, most of the 
interviewees could understand one particular question differently than intended. 
Valkonen (1981) separates reliability into internal and external. Internal reliability is 
related only to the fact of how reliable and trustworthy the information from the 
interviews is. External reliability means the results from the sample in the population is 
reliable and valid, but the question is how well the results can be generalised. (Valkonen 
1981, 77–78.) The intention was to minimise these errors by building clear, clarified, 
and explicit questions. 
 
6.4 Further research needs 
 
Thorough research about potato marketing centres should be conducted. The questions 
to be clarified include whether it is possible for the centres to be established in every 
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village, do they get support from the village leaders, are farmers willing to bring their 
potatoes to the centre and make a commitment not to sell straight to the middlemen, how 
can the smallholders bring their crop to the market centre if they do not have vehicles for 
transport, how to make sure potatoes are transported and sold within a short time frame 
in order to prevent the degradation of the tubers, and how to determine the price that is 
paid to the farmers. 
The government’s interest and willingness to establish a possible potato board should be 
resolved. If  the board is to be established, it  needs to find out its  exact responsibilities,  
required permissions, and the realistic capacity to help the potato sector. It would also be 
important to find out whether the potato board would replace the need for farmers’ 
groups, or if farmers’ groups would be useful alongside the establishment of a potato 
board.  
It would be important to find out what the right policy measures are to enhance potato 
production and marketing. The conclusion of this thesis is that the government should 
pay more attention to the potato value chain, but more research is needed for what 
exactly the government could do. The interviewees sometimes mentioned the input 
subsidy as a government steering mechanism; it would be interesting to know, for 
example, what the costs and benefits are of a subsidy and how much the subsidy would 
stimulate the potato farmers. 
There are many well-known impediments of potato farming in Tanzania requiring more 
attention. The need for quality seed potatoes is acknowledged but there is a call for 
further studies to ensure that once certified seed potatoes are available, even the poorest 
smallholders have access to good seed material. 
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ANNEX 1. QUESTIONNAIRE 
 
BACKGROUND FOR THE INTERVIEW 
”Potato Value Chain in Tanzania” 
 
Aim of the study 
The aim of the thesis is to improve potato production and marketing conditions by 
increasing information about the value chain. A combination of more sustainable 
production and an organised marketing chain is helping to improve food security and 
farm income. Results of the research are free to use by all participants. 
Who are the interviewees? 
About 20 persons; researchers, NGO-members (non-governmental organisations), 
government officials, extension officials, representatives of farmers' groups, people from 
the potato industry. Common for all interviewees is that they know about: 
- agricultural policies affecting potato production and other crop production  
- agricultural marketing chain 
- problems of smallholder farmers 
- potato farming in Tanzania 
Not all of the questions will be asked. I will choose the appropriate questions for each 
interviewee depending on their respective knowledge and background. 
Research problem 
The research problem in my thesis is to examine the value chain of potatoes in Tanzania, 
and through this try to evaluate agricultural policies affecting potato production and 
markets. To do this, I would need to find out the present state of potatoes in comparison 
to  other  crops  and  try  to  evaluate  how  to  improve  the  sustainability  and  continuity  of  
potato production and the marketing chain. 
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1. PRODUCTION, MARKETS AND CONSUMPTION 
 
OPINIONS & ATTITUDES 
Could you name the three most important food crops and cash crops for Tanzania? In 
which category do potatoes fall between these two divisions?  
What is the role of the potato in the list and what it could be in the future? 
Would you agree that potatoes are one of the most important crops for the future of 
Tanzanian agriculture and people’s diet? 
Is  the  price  sufficient  for  the  farmers,  middlemen  and  consumers?  Do  you  think  some  
consumers do not buy potatoes only because they are too expensive? 
Do you think potatoes are too capital-intensive, such that the seed and other inputs are 
too expensive in comparison to other crops? 
 
CONSUMPTION 
Do you think potato consumption is at a sufficient level at the moment? Will the 
consumption habits change in the future so that farmers could expect increased demand 
for  potatoes?  If  consumption  habits  change,  how  exactly  will  they,  and  how  will  this  
change/these changes will be seen in the potato market? 
Do you think consumption should be increased/decreased? Why? 
Are potatoes available for consumers year-round? Do you think there would be more 
potato consumption if it were to be available year-round?  
What would be the reasons that potato consumption is not increasing? For example: the 
consumers are not used to the product, or that potatoes are not available everywhere? 
What about consumption of table potatoes compared to processed products? Would 
consumption habits change if there were a greater processing industry? 
Are potatoes already such a well-known plant in Tanzania that if supply increases, 
consumption would also increase? 
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If consumption should be increased, what is the best way to do it?  
What is the price of potatoes per kilogram compared to other, substitutive crops? How 
about the seasonal changes? 
What is the most important criteria when consumers are choosing what plants to buy: 
price, habits, availability, nutrition, something else? Do you think consumers make the 
decision to buy potatoes based upon the price? 
 
PRODUCTION 
Is there a need to increase the total production of potatoes? If yes, should this happen by 
increasing average yield, the area farmed, or perhaps both? 
If potato production increases, what would be the risks? (Would some other crops 
decrease in production, would it increase land use pressure?) 
What are the main constraints of increasing potato farming at the farm level in 
Tanzania? 
How about at the national level, if the government decided that more potatoes should be 
produced? 
From the following, what are the biggest problems in potato farming? You may choose 
several: 
a) lack of irrigation / dependence of rainfall 
b) lack of information about good farming practices 
c) poor-quality potato seeds  
d) suitable land for potatoes 
e) money for investment / rural credit 
f) availability of cold storage units 
g) application of poor technology 
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h) lack of proper chemicals (e.g. against late blight) 
i) unreliable cash flow for the farmer 
j) no unified scales or measurements 
k) road network 
l) production areas and highly populated areas have big distance (potatoes are hard 
to get to the consumers) 
m) weak market information (e.g. prices and input costs, availability of transport) 
n) if something else, what? 
 
In addition to high altitude, what are the other factors for why some areas are specialised 
in potato production? 
What steps does a farmer have to take if he/she wants to start producing potatoes? What 
are the biggest obstacles? 
Do the farmers usually own the land they are farming? 
 
NECESSARY CAPITAL FOR PRODUCTION 
What kind of possibilities does the farmer have for financing the farming? 
Can all of the farmers obtain a loan from a microloan company? If not, how could they 
start/continue production? Can land serve as collateral for the loaning institutions? 
How big are the loans usually? What is the amount of the microloans/credit that an 
ordinary farmer needs in order to buy equipment for potato production? 
Is the lack of capital a problem for becoming a potato farmer or selling the product? 
How big of investments do farmers need when starting/maintaining a potato farm? 
 
MARKETS 
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SELLING THE PRODUCT 
What is the marketing system for a producer? How does one find buyers? Are they 
usually well-known/familiar buyers? 
Do farmers know a possible buyer before the production decision is made? 
How many buyers can a smallholder usually reach? Can he/she choose between buyers? 
Are there big supermarkets or wholesalers that can have an effect on the price if they 
want to use their purchasing power?  
Can farmers choose the cheapest transporter or is the choice among transporters often 
very limited?  
How easy is it to find marketing channels for someone living in a remote area? 
Should marketing be a more important role for the farmers? 
 
PRICE SETTING 
Can farmers easily get information about the current market price? 
Is price the major determining factor affecting the farmer's decision as to whom to sell 
the potatoes?  
Do you think the price would be less import if farmers could have a production contract 
and they would know all of the harvest is going to the buyer? 
Do  farmers  have  any  power  to  decide  the  price?  If  not,  how  about  if  they  were  better  
organised? In that case, could a group of farmers have a competitive advantage in 
pricing? 
Is there harsh competition among farmers who get to sell their product to retailers and 
traders? Or is the competition more among retailers and traders who get to buy from 
farmers? 
Do you think in some situations traders jointly determine the price to offer producers? 
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Does the government have any interest in affecting the price level of potatoes or any 
other agricultural product? 
Could traders negotiate the producer's price in private arrangements so that different 
producers are offered different prices for the same amount of the same product? 
Are consumer prices displayed clearly and transparently? Is there a possibility that 
traders/retailers charge different prices for different consumers (price discrimination)? 
Is there overproduction? Is it constant, in other words, every year is the same situation? 
Do smallholders have any possibilities for competing with means other than quantity? 
Do farmers differentiate their products? Are there different prices for different quality, 
variety, organic/conventional, better packing?  
Are there any quality management or similar systems in use for differentiating the 
products? 
Should  farmers  try  to  differentiate  their  products  more  in  order  to  get  a  competitive  
advantage? 
Would traders/end consumers in this case be willing to pay more for differentiated 
products? 
Are there unified scales and standards for measuring the amount of potatoes among 
trading partners? If there are not, do you think the lack of their existence is resulting in 
less income for farmers? 
 
PRICE LEVELS AND STABILITY 
Is  the  consumer  price  level  of  potatoes  stable  year-round?  If  not,  how  much  does  it  
fluctuate? 
Is there a spatial difference between prices? In other words, is there a difference in 
consumer prices between two nearby locations if the cost of transport, marketing and 
transactions has been taken into account? 
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Do you think the supply of potatoes in the market is constant and there are no frequent 
shortages or overabundances?  
How much does the market price of potatoes, compared to other crops, affect farmers’ 
decisions? What crops in particular? How does it affect farmers' decisions? 
 
BUYING THE INPUTS 
Do most farmers use chemical fertilizers and pesticides in potato production? 
How many sellers of agricultural inputs there are? 
Are some farmers totally dependent of the sellers such that they are always indebted to 
them? In the case that sellers of agricultural inputs increase their prices, could farmers 
do anything? 
Is there a concentration of productive inputs (factors of production) to multinational 
corporations? 
 
INTERNATIONAL MARKETS 
Do you think international markets are open and available for Tanzanian smallholders? 
Are some farmers exporting abroad? 
Is international trade more beneficial, or more harmful for Tanzanian farmers? 
What is the biggest obstacle in trade across borders? Lack of exporting companies? Cold 
chain? Bad road network? Border control?  
What kind of taxes, quotas and fees are there when exporting and importing agricultural 
products? 
Do you think farmers would benefit from more open markets? Should trade over borders 
be easier? 
 
FUTURE OF THE MARKETS 
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How can we make sure potato production is competitive in the near future?  
How about the perspective of the agricultural policy from the smallholder, has it been 
coherent and consistent in previous years, can farmers trust that potato farming has a 
bright future considering policy changes? 
What are the expectations for the market prices of inputs, land, machinery, workforce, 
anything that affects potato production? 
How about price fluctuation? When the price is widely changing every year, perhaps the 
smallholder does not feel that potatoes would present a constant income. 
 
INFRASTRUCTURE 
Are there many cold (air-conditioned) storages for potatoes? If there aren’t, is the lack of 
them a major reason farmers can’t produce potatoes? 
What are the main infrastructural problems for potato production in Tanzania? 
a) cold storage units 
b) road network 
c) irrigation 
d) machines for farming 
e) something else? 
 
What kind of help would you hope from the government to solve these infrastructural 
problems?  Could  the  government  make  some  policy  changes  in  order  to  solve  these  
problems? 
Can farmers usually find available labour? 
 
2. INSTITUTIONAL STRUCTURES 
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AGRICULTURAL POLICY 
What are the main goals for agricultural policy? 
What are the biggest factors in transition at the moment in Tanzanian agricultural 
policy? 
When analyzing the pervasive current situation of the agricultural policy in Tanzania, 
future challenges, and factors of success, which would be the main drawbacks in the 
policy? ? How can we prevent those mistakes from happening in the future? 
How do you see the role of the government in the potato sector and/or in crop production 
generally, should it increase or decrease? 
 
STEERING MECHANISMS AFFECTING TO SUPPLY 
(Steering mechanisms affecting supply can be: import tariff quotas, minimum prices, 
subsidies, investment subsidies, factors of production / input subsidies or any other 
subsidies) 
Is it possible to set incentives by using taxation or any of the above-mentioned steering 
mechanisms?  If  yes,  what  would  be  the  right  method?  Lower  or  raise  taxes?  By  how  
much? What would be the time frame? 
Are there any steering mechanisms affecting the potato farmer? If yes, what kind? How 
much do they affect them? If there are not any, should there be? Would it be 
economically possible? 
How much should the government be involved in utilising different steering mechanisms, 
or should markets steer themselves? 
Is the price of potatoes regulated by the government, for example using the quasi-official 
pricing system?  
Do you think markets should be controlled more by the government? 
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Do you think there are too many institutional barriers overall? Could they be lowered? 
How? 
 
INFORMATION SERVICES & COOPERATION 
Can all of the farmers read? How is the information provided for those who can't? 
What institutions will help a smallholder at the start of potato farming?  
What kind of information services are there for farmers; what institutions will a 
smallholder contact when he/she needs help? 
Do you think current information services and education are enough? If not, how can we 
correct that? (Education about farming practices, marketing etc.) 
Do most of the farmers have some organised cooperation or belong to a farmer’s 
cooperative? In what level is the cooperation, is it organised? Cooperatives? 
Organisations? Marketing boards? Crop authorities? 
